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Executive Summary

As plantations established in the second haf of the twentieth century have matured, log harvests in the
UK have increased nearly three-fold over the last 30 years, risng from 3.69 million m3in 1970 to
10.43 million m3 in 2000. Thisrisng trend should continue for the next 20 years, with log production
forecast to increase to 16.48 million m3 by 2017. The expansion in production is entirely focused on
softwoods. Much effort is being expended by the domestic sector on raising the qudity of British grown
softwoods, for example through improved silvicultural, drying and trestment techniques. UK softwoods
can now be applied to nearly al congtruction applications, with the exception of trusses. In 2000, the
UK sawmilling sector cut 3.94 million m3 of logs to produce 2.16 million m3 of sawn lumber.

The pace of growth in the UK domestic panel products sector dowed considerably during 2001 as the
market has reached saturation point. Domestic cagpacity is now sufficient to meet existing UK market
demand for medium density fiberboard (MDF), particleboard/chipboard and orientated strand board
(OSB). Plywood remains the only pandl product imported in any volume. Overdl imports of plywood
into the UK continued at high levelsin 2001 reaching around 1.3 million m3 compared to 1.2 million
m3 in 2000. There has been particularly strong growth in UK imports of Brazilian dliotti pine plywood.
Unfavorable exchange rates and relatively high pricesfor U.S. plywood mean that UK imports have
continued only & low levelsthisyear.

The strength of the dollar relative to sterling and high freight costs have meant that U.S. sawn softwood
lumber has been generdly uncompetitive on price in the UK market. Use of U.S. softwoods in the UK
is now concentrated in high value niche markets, including better quality doors, windows and decks.
UK imports of U.S. softwood lumber rose from around 44,000 m3 to 52,000 m3 between 1999 and
2000, but are projected to have falen away dightly to 48,000 m3 in 2001.

British hardwood timber supply is very restricted and no increase is expected in the foreseegble future.
Overdl hardwood sawn lumber imports into the UK are expected to fal from around 443,000 m3in
2000 to 421,000 m3 in 2001. Temperate hardwood sawn lumber imports should remain static at
around 245,000 m3 in 2001. Despite challenging trading conditions, U.S. hardwood sawn lumber
imports into the UK held up reasonably well during 2001, faling only dightly from around 115,000 m3
to aprojected 110,000 m3. UK imports of tropical sawn lumber declined significantly during 2001, hit
by over-stocking.

The UK’ simports of vaue added wood products continued to rise during 2001. The U.S. is benefitting
from this trend. UK imports of “builders carpentry and joinery” from the U.S. increased again during
2001. However other countries are seeing stronger growth, notably Euro-zone countries like Italy and
Belgium, Eastern European countries, and Asian countriesincluding Chinaand Indonesia

U.S. competitors marketing in the UK continued to be dominated during 2001 by the £9 million
“Wood for Good” promotiona campaign funded primarily by Nordic and UK interests, and by the
Nordic Timber Council’s £1.4 million Nordic First campaign.

Overdl activity in the UK congruction sector has continued to rise steadily since the start of 1999, a
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trend which is expected to continue. Repair and maintenance is expected to make the mgjor
contribution to the industry’ swork load. Housing starts have been less consstent, faling between 1997
and 2000, and stabilizing in 2001. Longer term projections suggest a steady rise over the next 3 years.
Public investment in infrastructure is a'so rising, boosting congtruction in the hedth, education, socia
housing and transport sectors. There are encouraging signs for wood in congtruction. New regulations
to improve building qudity and energy efficiency have increased demand for timber frame congtruction
and wooden window frames. Current fashion aso favors wooden flooring and decking. Thereisa
sgnificant trend towards pre-fabrication. Interest in engineered wood productsis growing.

Demand for furniture in the UK was dow in the spring and the fdl, but strong during the summer sales
and in the run-up to Chrigmas. UK manufacturers, particularly of lower quadity furniture, continue to
lose market share to overseas competitors, notably in low cost countriesin Asa and Eastern Europe.
The drive to cut costs and improve efficiency has led to an on-going trend towards increased out-
sourcing of components by UK furniture manufacturers.

Exchange Rates:
Please note that the exchange rates used throughout this report are as follows:

£1=%$1.445
$1 = 1.158 Euro
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Strategic Indicators

Strategic Indicator Table:

Forest Area (million hectares'million m3)

Country: United Kingdom
Report Y ear 2001
Previous Current |Following
Calendar Year Caendar Y ear Calendar Y ear
Total land area 24.29 24.29 24.29
Tota forest area (productive and unproductive) 2.79 2.79 2.79
...of conifer high forest (productive and 1.65 1.65 1.65
unproductive)
...of broadleaves (productive and unproductive) 1.14 1.14 1.14
...of coppice (productive) 0.02 0.02 0.02
Forest type
...of whichvirgin 0 0 0
...of which plantation N/A IN/A IN/A
...of which other commercia N/A A Inia
Forest ownership
...fotally publicaly owned 0.86 0.86 0.86
.totaly privately owned 1.93 1.93 1.93
Tota volume of ganding timber 317 321 325
...of which commercid 293 296 299
Annud Timber Remova 10.43 11 115
Annud Timber Growth Rate 14.59 14.59 14.59
Annud Allowable Cut N/A IN/A IN/A
Strategic Indicator Table: Congtruction market
Country: United Kingdom
Report Y ear 2001
Previous Current |Following
Calendar Year Caendar Y ear Calendar Year
Tota Housing starts (000s of units) 177.4 177.1 179.1
...Of which wood frame 17 18 19
...Of which sted, masonry other materids 160.4 159.1 160.1
..Of tota dtarts, resdential 177.4 177.1 179.1
....Of resdentid, sngle family N/A IN/A IN/A
...Of residentid, multi family N/A INA IN/A
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...Of total starts, commercia

N/A

IN/A

[N/A

Tota Vaue of Commercia Construction market
(USS million)

18000

18900

18950

Total Vaue of Repair and Remodding Market
(US$ million)

45440

49200

51000

Are tariffs on softwood from the United States
higher, equd, or lower than softwood imported
from other countries?

equal

equal

equal

Are tariffs on plywood from the United States
higher, equd, or lower than plywood imported
from other countries?

higher

higher

[nigher

Are non-tariff barriers on softwood from the
United States higher, equal, or lower than
softwood imported from other countries?

higher

higher

[nigher

Are non-tariff barriers on plywood from the
United States higher, equd, or lower than
plywood imported from other countries?

N/A

IN/A

IN/A

Are there market development programs for
congtruction, softwood or plywood imports
funded by foreign governments?

N/A

IN/A

IN/A

Remaining questions

All N/A

All N/A

All N/A

Strategic Indicator Table:

Furniture and Interiors Market

Country:

United Kingdom

Report Y ear

2001

Previous

Current

|Following

Calendar Year

Calendar Y ear

Caendar Year

Totd Housing starts (000s of units)

177.4

177.1

179.1

Totad Number of Households (thousands England
only)

20850

21000

21150

Furniture production (US$ million)

N/A

IN/A

IN/A

Interiors market size (US$ million)

N/A

IN/A

[N/A

Totd furniture imports (US$ million) (wood
furniture only)

1786

2036

2250

Tota furniture exports (US$ million) (wood
furniture only)

621

635 635

Aretariffs on hardwood from the United States
higher, equd, or lower than hardwood imported
from other countries?

equal

equal

equa
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Are non-tariff barriers on hardwood from the higher hi gher [ri gher
United States higher, equal, or lower than
hardwood imported from other countries?
Are there market development programs for Y es Y es Yes
furniture or interiors market expansion funded by
foreign governments?
If yes, identify the following:
...Country IMaiaysia Mdaysa [Mdaysa
...Form of compstition Trade shows, 3 permanent market representatives (London)
Remaining questions All N/A All N/A Al N/A
Strategic Indicator Table: [Materid Handling Market
Country: United Kingdom
Report Y ear 2001

Previous Current |Following

Calendar Year Caendar Y ear Calendar Year
Tota Vadue of Indudrid Output (3US million) N/A N/A IN/A
New pallet production (million units) N/A A INnva
Are consumer preferences for solid wood pdlets jmedium Imedium [medium
and packaging materias vis-a-vis non wood
materids high, medium or low?
Are industry/trade preferences for N/A IN/A IN/A
repaired/recycled palets over new paletslow,
medium, or high?
From posts experience, is the willingness of U.S.  jmedium jedium Jmedium
suppliersto ddiver product per importers
specifications low, medium or high
Identify leading source (s) of price quotes N/A IN/A IN/A
Are there market development programsfor the  jJunknown unknown unknown
materials handling market expansion funded by
foreign governments?
Remaining questions All N/A All N/A All N/A
UNCLASSFIED Foreign Agricultural ServicelUSDA
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1. UK Domestic Production
1.1 UK Forests

Sructure

In November 2001, the UK Forestry Commission published the results of the National Inventory of
Woodland and Trees (NIWT), conducted from 1995 through 1999, across Great Britain (i.e. excluding
Northern Irdland). The inventory indicates that the total area of woodland in Grest Britain is now an
estimated 2.7 million hectares and that woodland coversnearly 12 percent of Greet Britain. Woodland area
amounts to 8 percent of England, 14 percent of Wales and 17 percent of Scotland. The tota area of
woodland throughout the United Kingdom (i.e. including Northern Irdland) now stands at 2.75 million
hectares, 11.3 percent of land area.

In theory dl forests may be regarded as "productive” as there are no forest areas where fdling is legaly
prohibited or entirely ruled out for technical or environmental reasons. In practice, at least 11 percent of
woodlands (250,000 hectares) areeither under someform of statutory protection severely restricting timber
harvesting options, or are unmanaged or managed chiefly for amenity or recrestion.

Table 1. Area of woodland and proportion of total area covered by woodland in the UK
(Thousands of hectares)

UK Englad Scotland Wales N. Irdland
Y ear Area [percent |Area  |percent |Area percent |Area [percent |Area  |percent
1905 1140 4.7 681 5.2 351 4.5 88 4.2 20 15
1924 1212 5 660 5.1 435 56| 103 514 <1
1947 1420 5.8 755 5.8 513 6.6 128 6.2 24 1.8
1965 1784 7.3 886 6.8 656 84| 201 9.7 42 3.1
1980 2175 9 948 7.3 920 11.8] 241 116 67 4.9
1995-99 2751 11.3] 1097 84| 1282 16.4] 287 138 81 6
2000 2793 11.5] 1103 85| 1318 16.9] 289 139 83 6.1
2001 2790 11.5] 1100 84| 1317 16.9] 289 139 83 6.1
Totd land 24291 100 13042 100| 7813 100| 2078 100 1358| 100
area

Forest areaiinthe UK hasincreased from around 4.7 percent of |and areaiin 1905 following implementation
of a nationa program to expand domestic wood production after World War | (Table 1). As a resullt,
plantations dominate the UK’ s productive forest resources. Over haf of Britain's forest area has been
established since 1945, and 20 percent has been established in the last 20 years. Until recently, most
plantations were established with non-native conifer species, particularly Sitkaspruce, which aregeneraly
more productive and well adapted to UK soils and climate.

Government policy has switched from an emphasis on wood production to broader issues associated with
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susgtainable forest management and the rate of plantation establishment in the UK has declined. Plantation
establishment reached a pesk in the mid 1980s, at nearly 30,000 hectares a year, but has declined during
the 1990s. The changereflectsthe remova of tax concessionsfor new plantation forestry in 1988, together
withtheintroduction of restrictions on the establishment of non-native conifer plantationsfor environmental
reasons. New planting in the UK is now supported through direct grant schemes which, aso for
environmental reasons, favor broadleaved trees.

Table 2: Area of woodland by ownership and forest typein the UK, asat 31 March 2001
Thousands of hectares

Conifers] Broadleaves Tota
State owned 774 87 861
Private woodland 886 1043 1929
Tota 1660 1130 2790

Table 3: Area of woodland by main tree speciesin Great Britain
From National Woodland Inventory 1995-1999 - thousands of hectares

Species GB Totd England Scotland Waes
Scots pine 227 82 140 5
Cordcan pine 47 41 2 3
Lodgepole pine 135 7 122 6
Sitka spruce 692 80 528 84
Norway spruce 79 32 35 11
European larch 23 14 9 1
Jap/Hybrid larch 111 33 56 22
Douglas fir 45 24 10 11
Other conifer 30 19 5 6
Mixed conifer 18 9 8 0
Total conifers 1406 340 916 149
Oak 223 159 21 43
Beech 83 64 10 9
Sycamore 67 49 11 7
Ash 129 105 5 19
Birch 160 70 78 13
Poplar 12 11 0 1
Sweset chestnut 12 12 0 1
Bm 5 4 1 0
Other broadleaves 120 84 18 18
Mixed broadleaves 160 91 62 8
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GAIN Report #UK1043 Page 9 of 54

Total broadleaves 971 648 206 118

Total - all species 2377 088 1123 266
1.66 million hectares of UK forest area comprises conifers (59 percent) and 1.13 million hectares
hardwoods (41 percent) (Table 2). The total growing stock of UK forests available for wood supply
amounts to 293 million m3 comprisng 188 million m3 of coniferous species and 105 million M3
broadleaved species. Net annual increment (NAI) in timber volume amounts to around 14.6 million cubic
meters, of which 87 percent is accounted for by conifers. Species datais available only for Greet Britain
(Table 3) and revedls the importance of Sitka spruce among conifers, and of oak among hardwoods.

Ownership
IN2001, 861000 hectares (30 percent) of UK woodland werein state ownership and 1,929,000 hectares

(70 percent) in private ownership. 800,000 hectares of state forests were managed by the state Forest
Enterprisein Great Britain and 61,000 hectaresby the Forest Service of Northern Ireland. Average holding
gze of Forest Enterprise forests amounts to 1659 hectares. There are around 106,000 private forest
ownersin the UK, and the average holding size in the private sector isonly 13 hectares.

Asthereisalarger percentage of post-World War |1 plantationsin the State sector, Stateforestshave been
more productive over thelast 30 years (Table 4). However, the balanceis now changing asmore privately
owned forests comeinto production, and as government policy directsthat the bulk of new planting should
be undertaken by the private sector (Table 5).

Regulation
UK foredtry isheavily regulated. With only afew specific exceptions, trees cannot befelled on ether public

or private land without prior government gpprova under amanagement plan or felling licenceissued by the
Forestry Commission. During 1999, the UK forest authorities published an extensive set of regulatory
forestry standards, which aremandatory for most forest operations, designed to ensureforest devel opment
in accordance with the Pan-European (formerly “Helsinki™) Criteriafor sustainability.

United Kingdom Woodland Assurance Scheme (UKWAS)

The United Kingdom’ sWoodland Assurance (UKWA) Standard, launched in June 1999, was devel oped
following broad based consultation of the UK forestry sector with government authorities, environmental
groups and the Forest Stewardship Council (FSC). The UKWA standard isavoluntary forest certification
standard designed to be compatible with both the FSC Principles of Good Forest Management and the
UK Government’s regulatory standard. UKWAS was recognized by the FSC as compatible with their
Principles in November 1999. Over the last two years, all 800,000 hectares of Forest Enterprise
woodlands have undergone certification to the UKWA standard. Certification was carried out by SGS,
an FSC accredited certifier, and wood produced from these woodlands is now being marketed under an
FSC labd. The Worldwide Fund for Nature clam the certification could bring around sx million m3 of
FSC-labeled timber products into the UK marketplace.

1.2 UK Solid Wood Production

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Wood production

As plantations established in the second haf of the twentieth century have matured, log harvestsin the
UK have increased nearly three-fold over the last 30 years (Table 4), risng from 3.69 million m3
(overbark standing) in 1970 to 10.43 million m3in 2000. This risng trend should continue for the next
20 years (Table 5), with production forecast to increase to 16.48 million m3 by 2017. The expansionin
production is entirdly focused on softwoods, much of it of relaively smdl diameter and mostly of low
density and non durable in kegping with the relaively rapid rate of growth. However much effort has
been expended by the domestic sector on raising the qudity of British grown softwoods, for example
through improved slviculturd, drying and trestment techniques. UK softwoods can now be gpplied to
nearly al congtruction gpplications, with the exception of trusses.

Hardwood production, which now accounts for less than 10 percent of tota UK production, has falen
dramatically over the last 30 years, and is forecast to remain fairly gatic at around 1 million m3 over the
next 20 years. Progpects for sgnificantly increasing hardwood production are very low due to
fragmentation of ownership, lack of active management, and increasing environmenta controls. With
some notable exceptions, hardwood timber quality is generdly poor. The financia yield of broadleaved
cropsislow by comparison with conifers and therefore planting is not favored by the commercid

Sector.

Table4: Great Britain and Northern Ireland Wood Production 1970 to 2000
000 m3 overbark standing

GB Softwood GB Hardwood |Northern UK Totd
Irdand
Year |Forestry [Private Total
Commisson |Woodland Softwood

1970 1490 900 2390 1300}.. 3690
1980 2410 980 3390 1300 100 4790
1990 3460 2200 5660 1120 210 6990
1994 4320 3030 7350 950 250 8550
1995 4130 3310 7440 990 250 8680
1996 4290 3220 7510 880 250 8640
1997 4570 3600 8170 910 260 9340
1998 4830 3250 8070 800 290 9170
1999 5440 3210 8660 760 320 9730
2000 5530 3780 9310 740 380 10430

Table5: Great Britain Wood Production Forecast 2002 to 2021
Annual averagein thefive years, 000 m3 overbark standing

UNCLASSFIED
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Softwood Hardwood Totd

Forestry Commisson]  Private Woodland| Tota Softwood GB only

2002-2006 5130 5750 10870 1000 11870
2007-2011 5980 7080 13060 1000 14060
2012-2016 6240 8200 14450 1000 15450
2017-2021 6850 8630 15480 1000 16480

UK sawmilling sector

The primary market focus for the UK’ s expanding log harvestsis expected to be the sawn lumber sector,
with the volume of saw logs doubling over the next 20 years. The UK industry hopesto doubleits market
sharefor domestic sawn lumber from current levels of about 20 percent to over 40 percent. Asthefencing
and pdlet markets are dready well supplied, the industry is concentrating on increased share in the
construction timber category, from less than 10 percent now to 30 percent by 2025.

Increasing supplieswill build on the significant productivity gains of British sawmills over the past 20 years.
Improved productivity has been achieved through investment in imported technology from North America,
Sweden and Germany. UK businesses are actively developing relationships with downstream markets,
notably the construction sector, in order to improve levels of service. UK sawmillers are so seeking to
exploit their ability to respond dmostimmediately to ordersfor closaly specified componentsand dimension
stock for timber fabricators.

The Forestry Commission’s most recent survey of UK sawmills estimates that in 2000 there were 297
savmills processing British timber, of which 178 produced at least 1,000 m3 sawn lumber. Of those 178
mills, 132 processed softwood only, 11 hardwood only, and 35 both hardwood and softwood. Of the 119
smdler mills, 48 processed softwood only, 17 hardwood only, and 54 both hardwood and softwood. Of
the mills covered by the survey, it is estimated that only 16 used imported round timber in 2000, totaling
9,200 m3 (underbark) softwood and 7,900 m3 (ub) hardwood.

Domedtic Softwood

Consdering the short term market position, the Forestry Commission’ ssawmill survey for 2000 showsthat
the volume of softwood logs sawn was 3.94 million m3 underbark, producing 2.16 million m3 of sawn
lumber. Thisis 0.2 percent higher than the level in 1999, but more than 10 percent above the average for
the previous 5 years (1994-1998). About 50 percent of all the softwood is sawn in the UK’ s 13 largest
mills The equivaent figure in 1998 was only 40 percent, one indication of increased concentration in the
sector.

Species consumption by mills showed little change since 1998; the species reported were spruce 67
percent (compared to 68 percent in 1998), pine 19 percent (18 percent) and other conifers 15 percent (14
percent). Softwood production broken down by market classification showed that 34 percent (31 percent)
went to condruction (including agriculturd buildings), 34 percent (32 percent) to fencing, 29 percent (33
percent) to packaging and palets and 3 percent (4 percent) to all other markets. Compared with 1998,
thisis an increase in congtruction, and a decrease in packaging/ pallets.
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Despite rising production levels, trading conditions for UK softwood sawmillers were chalenging during
2001. Underlying demand during the first hdf of the year and into the summer was reasonably buoyant.
However, the strong pound and weakening softwood markets el sewhere in Europe have contributed to
fierce competition from lower priced imported softwood, especially from Sweden and the Bdtic states.
Thereisa so poor demand for sawmill-co-products, due to subdued demand for UK panelsand increased
use of recyded products which is disrupting cash flow and undermining the profitability of UK mills,

The profitability of UK mills has aso suffered from the rdatively high cost of green logs. Although UK log
prices were margindly lower in 2001 than in the previous year, they have not declined to the same extent
aslumber prices. One contributory factor hasbeen supply constraints dueto foot and mouth disease, which
led to redtricted access to forests and extra controls on harvesting in some parts of the country. Many
forests owners were reluctant to alow contractors and hauliers who may have traveled long distances
through previoudy infected areas to come onto their land. However by the end of the year, many access
restrictions had been lifted and many growers were |ooking to reingtate harvesting programs that had been
postponed. The competitiveness of the UK softwood industry aso continues to suffer from high haulage
costs due to the rdatively heavy burden imposed by the UK Government through duty on fuel and high
rates of Vehicle Excise Duty. The UK has the most expensive diesdl in Europe.

Domestic Hardwood

The Forestry Commission’s sawmill survey for 2000 shows that the volume of hardwood logs sawn was
183,000 m3 underbark and total hardwood lumber production was 107,000 m3 sawnwood, both down
around 10 percent on 1999. The breakdown of hardwood consumption by species conssted of oak 38
percent (compared to 37 percent in 1998), beech 22 percent (26 percent), ash 15 percent (13 percent)
and sycamore 7 percent (13 percent). Hardwood production broken down by market classfication
showed that the main markets were sawn mining timber 35 percent (compared to 22 percent in 1998),
furniture 32 percent (36 percent) and construction 21 percent (14 percent).

The limited volume of quality hardwood produced in the UK is valued for its aesthetic and perceived
environmenta benefits. It finds aready market in veneer, furniture and prestige building gpplications. It is
supplied from well-established family businesses that, rather than holding speculative stock, generdly buy
only for known customers,

Suppliers of British hardwoods reported reasonable levels of activity and stable prices during 2001,
athoughimported stock continued to take some sharefrom UK grown materia asbuyers sought to reduce
cogs. Certain traditiona sectors of the market for British hardwoods aredso in long term decline, notably
upholstery. However, interest in English and Welsh oak remains high for a wide range of uses, including
joinery, flooring, decking and congtruction. The problem of how to utilize lower qudity hardwood in an
economicaly viable way remains a problem for the UK hardwood sector.

Domestic Pandl Products

The 1990swas a period of inward investment and rapidly expanding processing capacity in the UK pane
products sector. Thetota processing capacity of UK wood panel productsmillsincreased from 3,353,000
green tonnes in 1994 to 4,850,000 green tonnes in 1999. Particleboard capacity, including wood
chipboard and cement bonded particleboard and Oriented Strand Board (OSB) rose from 2,600,000 to
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3,450,000 green tonnes, while fibreboard capacity, mainly MDF, increased from 753,000 green tonnes
to 1,400,000 green tonnes. Very limited availability of large diameter logs in the UK has meant there are
no domestic plywood manufacturing facilities.

Growth in the panel products sector was a response to increased availability of smal roundwood and
savmill co-productsasthe UK’ sdomesti ¢ plantations have reached maturity. Much of the growth hasbeen
led by foreign companies, with leading players including Nexfor (formerly CSC Forest Products);
Kronospan; Egger; Willamette (Europe); and Sonae/ Tafisa

The pace of growth in this sector dowed considerably during 2001 asthe market reached saturation point.
Domedtic capacity isnow sufficient to meet existing UK market demand for M DF, particleboard/chipboard
and OSB. Recently new investment has tended to focus on more specidized products. For example, in
responseto risng demand, Kronospan UK hasbeen expanding their laminateflooring facilitiesduring 2001.

During 2001, UK producers of most wood panel products continued to experience difficult trading
conditions. UK manufacturers continue to face strong price competition from overseas producers, due
largely to the continued strength of Sterling/weakness of the Euro. In common with other sectors of UK
indugry, UK pand product manufacturers continue to ensure tight cost controls and to maximize
operationa efficiency. Increasing volumes of recycled wood fibre are dso being utilized by the sector,
primarily for particleboard manufacture,
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2. Trade
2.1 Overview and Outlook

|mported Hardwoods

Overdl hardwood sawn lumber importsinto the UK are expected to fall from around 443,000 m3in 2000
to 421,000 m3 in 2001. Temperate hardwood sawn lumber imports should remain gatic at around
245,000 m3in 2001. Tropica hardwood imports are expected to fall from 198,000 m3 to 176,000 m3.

Trading conditions for American hardwoods in the UK were not particularly favorable during 2001.
However volumes held up reasonably well during the year, and American hardwoods continue to form the
maingay of the UK hardwood lumber import trade — a tribute to the marketing efforts of the American
Hardwood Export Council (AHEC). U.S. export data for the first three quarters of 2001 indicates that
volumesto the UK were down 2.3 percent compared with the same period the previous year. Forward
orders for American hardwoods from UK importers were relatively dow during 2001, but UK agents
consstently reported steady purchasing of these hardwoods by manufacturers. Due to greater economic
uncertainty in 2001, importers stock levels of American hardwoods were being be kept at low levels, so
purchase on ajust-in-time basis of containers of mixed species and thicknesses tended to incresse.

Currency fluctuations have increased this tendency. While the UK lies outside the Euro-zone and has
therefore not been so affected by the Euro’ s weakness, fluctuations in sterling-dollar exchange rates over
the last 2 years have added to the uncertainty. Importers have not had a clear idea how much each new
parcel of wood is going to cogt, contributing to even greater reluctance to buy forward. Cross trading
between importers to fill gapsin inventories asthey gppear remains an important feature of the trade. The
trend for UK importers to buy U.S. hardwoods from concentration yards in continental Europe has dso
continued.

American white oak is the mgor American species in the UK, accounting for around 50 percent of UK
imports of American hardwoods. Anecdota evidence suggests that red oak demand in the UK was
reasonable during 2000 but dowed during 2001. As in other European countries, walnut is increasngly
popular. Demand for American ash has been down on previous years, but sales remain reasonably steady
due to bargain prices currently available for this species. Poplar (tulipwood) remains popular as a utility
hardwood in the UK.

Compstitionfrom Eastern European suppliers of hardwood lumber has been less of afactor inthe UK than
in other European countries due to the UK’ s stronger traditiond links with the USA, lack of hardwood
processing and kiln drying facilitiesin the UK, comparatively long overland transport routes between the
UK and Eastern Europe, and the UK’ s non-membership of the Euro-zone. UK import data suggests that
volumes of European hardwoods imported into the UK are growing only dowly.

On the other hand, considerable inward investment in Eastern European hardwood processing facilities
during the 1990s has improved the qudity of products available from Eastern Europe and UK importers
are showing greeter interest in these products. UK traders continue to report rising levels of sawn oak
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imports from Russia, the Ukraine and Poland; sawn beech from Romania; and sawn beech and oak from
Italy which has been processed from logs derived origindly from the former Y ugodavia Tracking theleve
of UK tradein Eastern European hardwoods is complicated since it is common practice for much of this
wood to be transported and further processed in Western Europe prior to shipment to the UK.

The partid recovery of tropica hardwood lumber imports into the UK during 1999 and 2000 appearsto
have been atemporary trend. UK imports from Malaysia suffered aparticularly dramatic fal during 2001
due to the very high stocks of dark red meranti that built up in the UK in 2000. Importers were dso hit by
the rapid fal in forward prices for meranti, which led to devauation of existing landed stock. After the
problems experienced in the meranti market over the last two years, and due to a partiad switch by
manufacturers to African sapele, there now seem to be fewer companies actively involved in the UK
meranti market.

The UK market for African redwoods remained stable during 2001. African hardwood suppliers, who
mainly invoice in Euras, have continued to benefit during 2001 from the weskness of the European
currency. Longer-term prospects for UK imports of tropica primary products are not particularly good
due to cut-backsin log production and movesto value added processing in many tropica countries. More
and more tropica wood is expected to be supplied to the UK as semi-finished or finished components.

|mported Softwoods

The UK delegation to the European Softwood Conference in October 2001 reported that UK softwood
sawn lumber imports reached 7,639,000 m3 in 2000, up dightly from 7,462,000 m3 in 1999. Higher
imports were mainly due to higher sales of carcassing, packaging and garden grades. However, UK
imports during the first haf of 2001 were down around 1.5 percent on the same period the previous year,
and this weakening trend was expected to continue during the second haf of 2001. Overal importswere
expected to fall away during 2001 by 3 percent to around 7,400,000 m3. Slower imports during 2001
reflect the dight dowdown in the UK economy and more subdued activity in the construction sector.
Imports were forecast to rise very dightly to around 7,471,000 m3 in 2002.

Although underlying demand for imported softwoods witnessed some improvements during 2001 by
comparison with 2000, demand turned out to be weaker than the industry expected. The turnover lost in
the Fall of 2000 because of the fud crigs, flooding and rain, was not clawed back into saes during 2001.
House building was reasonably steady during 2001, but failed to make up for the unitslost to bad weather
the previous year.

Asin other sectors of thetrade, exchangerate volatility over thelast 2 years has encouraged UK softwood
importers to maintain generaly lower stocks and shift increasingly to just-in-time ordering. Trade reports
indicate that snce mid 2000, softwood stock levelsin the UK have been at higtorically low levels.

Softwood prices in the UK, which were generdly weak in 2000, continued to weaken during the first
quarter of 2001, before stabilizing at a low level during the remainder of the year. Various factors
contributed to low prices for softwood in the UK including:

. high levels of production in Scandinavia early in 2001

. dowing globa demand which increased the volume on offer to UK buyers
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. a trend towards direct saes through Scandinavian shippers UK sdes offices and
customers by-passing the traditiona importing sector
. the continued weakness of the Euro and Swedish krona against pound sterling.
Due to the strength of the U.S. currency, products invoiced in US$ - including American and Latvian
softwoods — were a a competitive disadvantage during 2001.

Although 2001 started badly for the UK softwood trade, demand picked up during the second and third
quartersand importersstock levelsfell consstently so that by theend of the year therewas abetter balance
between supply and demand. Although most buying is till short term, there have been some reports of
importers being more willing to engage in long term contracts based on expectations of risng demand and
prices.

The market for whitewood, used extensively for carcassing in the UK, wasled during 2001 by the Swedes
and Latvians. At current exchange rates, Swedish producers have been able to supply kiln dried materia
at alower pricethan competing Latvian producers. The Latvians are seeking to overcomethisby focusing
on specific UK buyer needs, concentrating in particular on length specifications in joist Szes. Swedish
productionisdmost exclusively kiln dried, whereas L atvian kilning capacity ismorelimited and the country
dtill produces sgnificant volumes of relatively chegp unseasoned and ungraded sawn carcassing. Latvian
producers have continued to lead the market for undried whitewood, for which the UK 4ill has alarge
gppetite despite various initiatives to convert the British market to seasoned timber.

The market for redwoods, used widdly in the UK for the production of planed products, windows and
door frames and other ingde finishing tasks, continues to be dominated by the leading Scandinavian
producersin Finland and Sweden. However there has been increased competitive pressure from Russian
suppliers, notably inthe Archangel region of Northern Russa. Over recent years, some of the UK’ shiggest
buyers have turned to Russian suppliersthat are able to offer products at lower prices. Russian producers
have aso sought to reducethe r dependence on transhi pments through large continental portsby increasing
direct shipments to the UK from northern Russia. Sales of Russian softwood to the UK increased
ggnificantly during the second hdf of the 1990s, reaching 548,000 m3 in 2000. During 2001 sales may
have falen away dightly, partly due to shortages in the Archange region. Scandinavian producers aso
continue to be more flexible than Russan producersin the supply of specific grades and dimengions.

The gtrength of the dollar relative to sterling, combined with the weskness of the Euro and Swedish krona,
has meant that U.S. sawn softwood lumber has continued to be generdly uncompetitive on pricein the UK
market during 2001. Use of U.S. softwoodsin the UK isnow concentrated in higher vaue niche markets,
including better quality doors, windows and decking. UK imports of U.S. softwood sawn lumber rose
dightly from 44,000 m3 to 52,000 m3 between 1999 and 2000, but may have fdlen away dightly to
48,000 m3in 2001.

UK softwood importsfrom Estonia, which suppliesmainly scantlings, glulam boardsand softwood furniture
components to the UK, recovered during 2001 after ardatively bad year in 2000.

There continues to be good growth in the UK market for garden decking and other softwood garden
products such as furniture. There may have been some dowing during 2001 compared to the spectacular
pace of growth gpparent in 2000, and it is evident that the market has become increasingly crowded and
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extremdy competitive. However decking sales during 2001 were stronger than many importers had
anticipated, partly boosted by good wegther in the summer and fdl, and thisled to extended delivery times
for these products during the second hdf of the year.

Imported Panel Products

Overdl importsof plywood into the UK continued at high levelsduring 2001. Hardwood plywood imports
are forecast to rise from 664,000 m3 in 2000, perhaps to as high as 700,000 m3 in 2001. Softwood
plywood imports are forecast to increase from 547,000 m3 in 2000 to over 600,000 m3in 2001. Despite
highlevelsof imports, trading conditionsare difficult characterized by intense competition. Oversupply and
low prices, notably of Brazilian and Indonesian plywood, together with low prices for dternative pand
products including OSB and MDF have had an impact on margins. Large quantities of plywood have
continued to flow into the UK even though underlying consumption levels are a best moderate.

Unfavorable exchange rates and rdatively high lumber costs in the U.S. meant that UK imports of
American plywood continued only &t very low levelsduring 2001. Volumes are forecast to be somewhere
in the region of 15,000 m3 to 20,000m3. These figures are well down on 1997, when they reached
254,000 m3.

The huge increase in production of Brazilian dliotti plywood, which began in the late 1990s based on
meaturing plantation resources in southern Brazil, has had a huge impact on the UK plywood market. UK
imports of this product more thandoubled between 1999 and 2001, rising from 160,000 m3to aforecast
350,000 m3. Prices have been so low that dliotti pine plywood is taking UK market share from
domedticaly produced OSB. Prices may drop lower till, given that import duty is scheduled to come off
Brazilian plywood in January 2002.

Hliotti pine plywood remains a deeply controversial issue within the UK plywood and OSB sectors,
paticularly inrdationtoit’ susein structural load-bearing applications. APA Engineered Wood Association
has continued to wage an education campaign targeted at building control officidsand architectsconcerning
the use of non-complying plywood in load-bearing gpplications. But this campaign is having to overcome
adeeply rooted attitude in the UK that price overrides al other considerations.

On the hardwood plywood side, during 2001 Indonesia maintained the relaivey high levd of shipments
to the UK recorded during thetwo previousyears. UK importsof Indonesian plywood are again expected
to reach well over 200,000 m3in 2001. Pricesfor Indonesian plywood have been extremely wesk for the
last three years, ever since the onset of the Asan financid crises, due to dow globa demand,
overproduction, and the continuing weakness of the Indonesian Rupiah.

Although UK imports of Indonesian hardwood plywood remained high during 2001, supply problemsand
agenerd lack of good qudity logs hasled to declining plywood qudity and numerous delayed shipments.
This provided moreopportunitiesfor Brazilian hardwood plywood shippersto takealarger dice of the UK
market during 2001. Weakening demand for Brazilian hardwood plywood in other markets, including
Brazil’s domestic market and the USA, has aso encouraged increased shipmentsto the UK. UK imports
of Brazilian hardwood plywood are likely to be close to 200,000 m3 during 2001. While Brazilian
hardwood plywood shippers are expanding sdesin the UK, thair margins are dso extremely tight. Their
efforts to force up prices in sdes to the UK have met with firm resistance from importers. Maaysan
shippers of hardwood plywood, formerly mgor suppliers to the UK market, have had supply problems
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of their own and have been unable to compete on price this yesar.

Finnish birch prices fell during 2001 as European demand weekened and as competition intensfied from
new production plantsin Latvia and Russia. Finnish producers have been responding by a shift to vaue-
added production and targeted end uses.

Prevailing OSB prices have dso been extremey wesk in the UK during 2001, partly areflection of risng
capacity in Europe. In 2001-2002, European OSB capacity isforecast to risefrom 2 millionto 2.7 million
m3. European producers, notably in France, have been seeking to increase sdesinthe UK at atimewhen
demand on the continent has been weak. However by the end of 2001, reportswere beginning to emerge
that efforts by European OSB suppliersto restrict production had meant supplies were coming moreinto
line with demand and that prices were beginning to firm. Low prices throughout 2001 also enabled OSB
to break into new applications.

Imported value added products
There is a growing trend for non-EU exporters to the UK to concentrate on value added products,
induding prefabricated and dimension materid, semi-finished and finished components and products. The
trend is driven by anumber of factorsincluding:
 the economics of the supply chain, which dictates that it is more cost effective to transport vaue-
added products rather than bulky raw materids
« theincreasng availability of panel productsand utility wood supplies from the UK and continental
Europe, undermining markets for solid wood
« theincreasing trend towards out-sourcing by UK manufacturers
« movesto reduce exports of unprocessed raw material and increase production and vaue added
at source by producing countries, notably in the tropics.
« comparativey high labor costsin the UK compared with developing countries

Table 6: Value of UK importsof valueadded wood productsduring 1999, 2000 and for ecastsfor
2001 - million Euros

a Profiled b. Builders Carpentry
Wood & Joinery
1999 2000j2001 (F) 1999 2000| 2001
()
Italy 26| 214 24.5 Denmark 36| 422 483
Canada 12.3] 20.1 17.8 Indonesa 374 53.3 44.6
Mdaysa 11] 127 13.6 South Africa 28.6] 36.6 36.6
Sweden 11.3] 139 13 Sweden 484 32.8 32
Indonesa 13] 16.1 12.2 [USA. 184 237 29.7
Fnland 13.6 8.4 10.5 Norway 25.1] 265 26.3
Netherlands 71 117 10.5 Brazl 23.6] 305 25.7
U.SA. 10.7] 109 9.4 Poland 18.3] 235 24.5
Portugal 3.1 6.6 7 Mdaysa 22.6] 27.6 24.3
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Others 40.7 48 37.5 Others 111.5] 149.1] 154.9
Tota 148.9] 169.7] 155.9 Total 370] 445.8] 446.9

Forecasts for imports of the main vaue added wood productsinto the UK indicate that the upward trend
continued for most products during 2001. Despite the relative strength of the dollar, the United States is
bendfitting from the trend. UK imports of buildersjoinery and carpentry (Table 6b) and wooden furniture
(Table 7) manufactured in the U.S. increased again during 2001. However other countries are seeing
stronger growth, notably Asian countriesincluding China, Indonesaand Maaysa, and Euro-zone countries
like Italy, Denmark and Belgium.

2.2 Competitors market promotion activities

U.S. competitors marketing inthe UK received amajor boost during 2000 and 2001 through the“Wood
for good” promationa campaign funded primarily by Nordic and UK interests. The campaign is focused
amost exclusively on softwood lumber and aimstoincrease sgnificantly the use of structural and decorative
wood through media advertising. Wood for good is the largest single timber industry promotion ever
mounted in the UK and targeting both trade and consumer audiences. The campaign began with
newspaper and magazine advertiang followed by a mgor TV advertisng campaign in 2001. Funding
amountsto £9 million over the period 2000 to 2002 and is assured by a consortium of eight organizations,
led by the Nordic Timber Council and including the Forestry Commisson, the Timber Growers
Asocigtion, the UK Sawn Wood Promoters, the Timber Trade Federation and the Northern Ireland
Forest Service. There are three main strands to the campaign:
« the trade campaign, “Building with Wood”, is aimed a professonas and concentrates on
promoting the benefits of timber-framed congtruction.
 the consumer campaign, “Living with Wood”, isaimed at the generd public and promotesthe use
of wood both insde and outside the house.
« theissues campaign is amed a those who shape and influence opinion and policy on housing,
targeting politicians, senior government officia's, senior executivesin building and congtruction and
local government planners. It focuses on the environmenta benefits of using wood.

Smultaneoudy, the Nordic Timber Council is running Nordic First, a £1.4 million a year promotion for
Nordic timber. The campaign began with retail/merchant targeted press advertisng, and in the next phase
involved direct liaison withthemgor DIY retailersand builders merchantsto devel op point of saleproducts
and arange of literature and guides. These are designed “ both to inspire consumers and ingtruct themin
usng Nordic timber in awide range of applications.” The campaign hasfeatured Charlie Dimmock, awell
known TV gardening persondity in the UK, who is now preparing a book full of “smple projects using
Nordic Timber” which will be sold for £1.00, with al proceeds given to the Roya Society for the
Protection of Birds. The campaign is planned to run for three years 2000 to 2002 inclusive.

In the hardwood sector, the Maaysian Timber Council undertakes the full range of marketing activities.
During 2001, MTC has continued to focus on the furniture market, with aview to expanding market share
for rubberwood. MTC have dso been active in the environmenta debate, marketing their nationd
certification program directly to members of the UK’s WWF Buyers Group and pursuing mutua
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recognition of their certification scheme with the Forest Stewardship Council.

Ghanaisthe only other tropical country with an active marketing presence in the UK. The Ghana Timber
Export Development Division objectivesareto devel op astronger export market for added val ue products,
to encourage trade in Ghanai an species other than the traditional and well known; and to promote Ghana' s
efforts to certify products based on their National Forest Standards. The organization publishes an
occasiona newdetter for the UK trade. Activity is otherwise low-key.

Canada was formerly well represented in the UK by full time employees of British Colombia s Council of
Forest Industries (COFI) and industry representatives of the eastern Maritime Provinces. However, both
organizations have withdrawn their marketing presence. The Canadian industry is now represented in the
UK by independent consultants working on technica standards and by an office of the Canadian Pulp and
Paper Association based in Brussals.

It is notable that many of the U.S. mgor compstitors - including continental and Eastern European
countries, Canada, Brazil, and Indonesa— 4iill have no effective market devel opment organi zation based
inthe UK. Marketing, if carried out & dl, isleft in the hands of individud firms.

2.3 Environmental certification

Inthe context of trade and marketing, itisworth emphasizing the continuing steps of many U.S. competitors
to exploit the development of forest certification schemes. These schemes are designed to provide
customers with independent guarantees that wood derives from sustainable sources. The development of
independent forest certification has been led by the Forest Stewardship Council (FSC). FSC was
developed on the initigtive of commercid certification companies, like SGS, and leading environmental
groups, notably the World Wide Fund for Nature (WWF). Support for the initiative has Since expanded
to encompass a broader range of interests, including a section of the commercia forestry community.

Between 1995 and 1999, there were sure signs of increasing demand for certified forest products in the
UK market. The development of demand for certification was led by members of a Buyers Group
organized by the WWF. The “ 1995 Plus Group” now hasaround 100 membersin the UK which together
account for over 20 percent of the UK wood trade. Members of the group have made a voluntary
commitment to progressively increase purchases of FSC certified wood. The group isdominated by large
home improvement retailers, such as B& Q and Sainsbury’ s Homebase, and their direct suppliers.

Over the last two years, the Size of demand for certified forest productsin the UK seemsto have reached
a plateau. This reflects the fact that dl the mgor Do It Yoursdf (DIY) retailling companies are dready
members of the buyers group. Volumes of certified wood traded outside the retailer sector have remained
very smal and the environmental credentials of forest products tend to be of lesser importance to
consumers than price, availability and qudity.

Evenin the public sector, demand for certified wood remains restricted. This was highlighted in 2001 by
a WWF survey of locd authority environmental timber procurement policies. Of those responding, 69
percent of local authorities had no such policy, 3 percent didn’t know whether they had apalicy, and only
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28 percent had apolicy. Of those that had a palicy, two thirds had no ideahow it was being implemented
and had developed no monitoring system.

Nevertheless, thisstuation could change. The WWF has embarked on an ambitious campaign to promote
the FSC in the UK. This has included advertisements on bill boards and in the nationa press festuring
James Bond actor Pierce Brosnan. WWF has established an ambitious target for the UK timber trade
which states that by the end of 2005, 75 percent of the timber and paper traded in the UK should come
from*“credible certified” or recycled sources. To achievethisfor paper, WWF will focustheir campaigns
on magazine and book publishers, newsprint manufacturers, and office suppliers. For timber, WWF will
focus particularly on the congtruction sector, panedl products, and tropical timbers.

The effects of WWF s promotiona efforts may be much lessthan the risng level of consumer avareness
created by the widespread availability of FSC on-product labels in DIY stores throughout the UK. A
recent WWF consumer survey indicated that 13 percent of UK consumers now recognize the FSC logo,
compared with 7 percent afew years ago.

There is dso congderable political support in the UK for forest certification, as illustrated by statements
of support for the 1995 Plus Group from UK Prime Minigter, Tony Blair, and Prince Charlesissued at the
Group's Ten Year Anniversary Event held in November 2001. The strength of political support for forest
certificationpartly reflectsthefact that 40 percent of domestic forestsare now FSC certified, an areawhich
includes dl the UK’ s state-owned forests. With UK wood output set to double in the next 10 years, the
UK forest sector is counting on domestic forests satisfying an increasing proportion of UK demand for
certified wood.

The UK government is aso seeking to create demand for certified wood products through the
implementation of environmenta purchasing policiesin the public sector. At the 1995 Plus Group Event
in November 2001, government minister Michael Meacher noted that government departments would be
seeking to promote “appropriate procurement policies” and tha the UK government had hired
independent consultants to provide guidance on methods to assess the credibility of claims of good forest
management. He stressed, however, that the UK government would adopt an inclusive approach,
recognizing arange of different forest certification schemes, not just the FSC. Meacher said that the UK
government would set up itsown criteriato assess credible certification. In establishing this policy, the UK
government is operating in accordance with European Commisson legidation on government public
procurement. This legidation effectively prevents European public authorities from discriminaing for and
againg suppliers on the basis of process and production methods. Municipalities that specify only FSC
certified timber, for example, would risk being taken to court by the European Commission.

I nternational and nationd |egidation to prevent trade di scrimination istherefore congraining effortsby green
groupsinthe UK to ensurethat demand for certified wood isretricted to the FSC. Another congtraint has
been the failure of the FSC so far to certify a sgnificant volume of wood. By the end of 2001, FSC had
certified world wide around 24 million hectares, an area very smilar to that prevailing a the end of the
previous year. Although FSC made some progress in certifying some new areas in 2001, for example a
ggnificant area of Latvian state forest land, other FSC certificates were suspended. Notable among the
suspensions were the Perum Perhutani teak plantations of 1ndonesiawhich had been important suppliers
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of raw materid for garden furniture sold by the UK home improvement retailers.

Partly due to supply problems associated with FSC, there now seems to be increasing recognition from
alarge section of the trade that other forms of forest certification may be acceptable. This recognition is
aso encouraged by the huge growth in the area of forests now certified by non-FSC schemes. In Europe
the Pan European Forest Certification Scheme (PEFC) has made tremendous headway over thelast two
years, recognizing nationa forest certification schemes in Austria, Czech Republic, Finland, France,
Germany, Latvia, Norway, Sweden, and Switzerland and certifying nearly 40 million hectares of fored.
Ancther four PEFC certification schemes, in Belgium, Portugd, Spain, and the UK, were undergoing
assessment at the end of 2001.

Although the pace of UK market shift to FSC may have dowed, the difficulties of FSC certificationinthe
United States (notably the tendency for millsto rely on gate wood supplied from hundreds of land owners
and the firm resstance to FSC of many of theseland owners) may il beasignificant impediment to U.S.
market accessin the future, particularly in the retailer sector. On the other hand, the opportunity existsto
improve market awareness of U.S. gpproaches to sustainable forestry through forma systems of mutud
recognition with the emerging PEFC scheme.

Work on the development of mutua recognition criteriato link PEFC with schemes outside Europe, like
the American Forest and Paper Association’ s Sustainable Forestry Initiative (SFI) and the American Tree
Farm System, continued to make progress during 2001. SFI became aforma member of the PEFC during
2001 as a firgt step towards eventud mutud recognition between the two initiatives. The Internaiond
Forest Industry Roundtable (IFIR), adiscusson forum for theworld' sleading forest industry associations,
has been promoting an “International Mutua Recognition Framework System” for forest certification
schemes. Both the American Forest and Paper Association (AF&PA) and the UK Timber Trade
Federation, which represents UK timber importing companies, have been closdy involved in IFIR swork.

2.4 U.S. market development strategies

Andyss of best market prospects and options for furthering U.S. market share are described in detail
under the relevant market sectors (see Section 3).
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3. Market Segment Analysis
3.1 Construction Sector
3.1.1 Overview

Structure and size of sector
According to the Department of Environment, Transport and Regions (DETR), the vaue of UK
construction output (at current prices) increased progressively between 1995 and 2000 from US$84.2
billion to US$111.5 hillion. Thistrend continued during the first three quarters of 2001, output growing by
afurther 6 percent during this period. A large part of congtruction activity comprises repair, maintenance
and improvement work (RM&1). Work to expand the UK’s existing stock of around 24 million houses
formsacomparatively small part of the sector. Accordingto DETR, between January and September 2001
(comparative figures for the year 1999 in brackets), the vaue of work in construction comprised:

o 2 percent (1.5 percent) on the development of new homes by the public sector

* 11.5 percent (11 percent) on the development of new homes by the private sector

e 10 percent (9 percent) new work on infrastructure

* 5 percent (6 percent) private-sector new industria buildings

e 18 percent (18 percent) private-sector new commercia buildings

o 7 percent (7.5 percent) public-sector new non-residentia buildings

e 46.5 percent (47 percent) repair, maintenance and improvement

According to DETR figures, at least 65 percent of congruction activity is funded by the private sector.
Between 1996 and 2000, the value of private sector construction output rose strongly, by 55 percent in
the new housing sector, by 19 percent in theindustrial sector, by 80 percent in the commercia sector, and
by 28 percent in the RM&| sector.

Public sector spending on new houses and infrastructure declined between 1996 and 1999. However the
Labour government’ s recent commitment to improve infrastructure and socid housing led to areversd of
thistrend in 2000 and 2001. Between January and September 2001, the value of construction work on
new infrastructure and public sector housing was up 15 percent and 7.5 percent respectively on the same
period the previous year. Public spending on RM&I increased by 1 percent during the same period.

Wood use in the construction sector

Timber frame construction has been uncommoninthe UK dueto strong consumer preferencefor brick and
block congtruction. The National House-Building Council reports that in Greet Britain around 10 percent
of new homes built during 2001 would be of timber frame. Only around 6 percent of homes constructed
in England during 2001 would be timber frame, dthough this is a Sgnificant increase on the figure of 3
percent prevailing only afew years ago. In Northern Irdland around 3 percent of new homesregistered in
2001 would betimber frame. Timber frameismore commonin Scotland, accounting for around 48 percent
of new homes built during 2001.

While timber is ill not common in some parts of Britain, nearly al new housesin the UK contain alarge
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softwood and panel product component including:

» Roofs commonly constructed of softwood prefabricated truss rafters and tiling battens.

« Treated softwood is the preferred option for window framesin new house congtruction, athough
uPV C 4ill dominates in the replacement sector.

»  Upper floors are often constructed of wooden joists with chipboard floor decking.

« A vaiety of solid timbers and pane products are used for interior doors. A high proportion of
exterior doors still comprise solid wood.

» Starcasestypically comprise solid wood and some pand products

Use of wood and pand products in the non-residentiad sector is generally restricted to rafters, joidts,
flooring, internd walls and other internd gpplications. Wood use in the sector faces stiff competition from
dternative materids, dthough thereis an increasing trend towards timber frame.

Overdl, congruction accounts for around 60 percent of al timber used in the UK. A large proportion of
the wood used in the construction sector is of softwood and panel products. Much of the volume is
supplied from Nordic and Baltic countries, and increasingly the UK itsdlf.

Conddering U.S. products, U.S. softwood lumber is not being promoted for structurd applicationsin the
UK for reasons of price and distance. Instead U.S. softwood lumber is supplied to relatively high vaue
niche markets, notably window and door manufacturers, flooring and timber decking. U.S. hardwoodsare
important in flooring and high quality joinery and finishing gpplications. U.S. hardwoods are very well
represented in the shop-fitting sector. U.S. plywood is vaued in the UK congtruction sector for its high
quaity and is used mainly as a structurad component. The concrete forming market segment has been logst
to Brazilian, Asian and Eastern European producers, based primarily on price. The UK construction
market hasbeenrelaively dow to recognize and expl oit the advantages of U.S. engineered wood products.
However U.S. I-Joists of engineered wood are making inroads into the traditiona softwood lumber joist
market, and efforts are dso being madeto extend theuse of U.S. Laminated Veneer Lumber (LVL) inthe
UK..

Condtruction sector performance

The vaue of overdl congtruction output in the UK has been risng consistently by around 6 percent ayear
since 1996. Condtruction output is widely expected to continue to rise over the next few years, dthough
most forecasts suggest that the rate of increase will fall. For example, a recent forecast provided by
Construction Forecasting & Research suggestsoverall construction output will rise by 2.4 percent in 2002
and by 2.8 percent in 2003. This compareswith their forecast of 3.4 percent growth during 2001. Repair
and maintenance work is expected to make the mgjor contribution to the industry's total work |oad.

Housing start data has been less consgtent. House starts in the UK fell from a high of 189,000 in 1997,
to 177,400 in 2000. House starts during 2001 are expected to be marginaly less than 2000 at around
177,100. However, most andysts expect thistrend to be reversed during 2002, with house startsrisng to
around 179,000. Longer term forecasts suggest that house starts may rise progressively to perhaps
188,300 in 2005.

Underlying the optimism has been the continued relaxation of interest rates by the Bank of England and
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reasonably optimistic forecasts of GDP growth in 2002. Most GDP growth forecasts for the UK in 2002
vary between 1.7 percent and 2.3 percent, arange dightly lower than 2001. Many anaysts expect the UK
economy to accelerate in the second half of 2002 after arelatively dow start to the year.

Longer term projections of the number of householdsin the UK aso suggest that demand for new housing
may tend to rise. Government forecasts suggest that the number of households in the UK may rise from
20.7 millionin1999to 24 millionin 2021. While overdl levels of populetion arelikely to remain reasonably
stable, the number of householdswill be boosted during this period by an increase in the number of people
living on their own.

Another factor underpinning optimism in the construction sector istheincreased levels of publicinvestment
in the built environment following the UK government’s Comprehensive Spending Review announced in
summer 2000. In the Review the government indicated its intention to increase spending to maintain and
upgrade the nation’ s infrastructure. The Review amounted to a Sgnificant reversa of government policy.
Public investment fell sharply during the Labour government’s first three years of office, but has snce
increased rapidly. Net capital spending by the public sector is scheduled to legp from £3.2 billion in 1999,
to asmuch as£18 hillion by 2003-04. Furthermore, the public investment figures do not include spending
onpublic projects now being financed under the Private Finance I nitiative, which encourages private sector
involvement in congtruction projects to improve education and hedth facilities. Public expenditure on
housing isds0 rigng again after big cut- backs during the 1990s. The Government spent over £5.5 billion
on housing in England in 1999/2000. This figure will rise to £6 billion in 2000/01 and £6.5 hillion in
2001/02

An indication of the impact of increased government spending is gpparent from recent data on the vaue
of new congtruction orders by sector. During the first nine months of 2001, there were big increasesin the
vaue of new orders for construction of public-sector schools and colleges (up 50 percent on the same
period in 2000), universities (up 52 percent), hedth-sector buildings (up 25 percent), and office buildings
(up 50 percent). During the same period, the value of new infra-structure construction orders was up 13
percent compared to the previous year, with a particularly big increase (+35 percent) in the vaue of new
orders for road congruction. Although the figures do not itemize railways separatdly, recent problems on
the rail network are likely to encourage additiond public investment to be channeled into that sector.

Some dgnificant trends are dso gpparent in the private sector. Private sector RM&| activity has been
growing strongly over recent years and thistrend is expected to continue. New-build office construction
was amgor driver of growth during the second hdf of the 1990s, with the value of new orders doubling
between 1996 and 2000. However, the pace of growth dowed during 2001. The vaue of ordersfor new
office congtruction during 2001 were at a Smilar level to the previous year. Orders for new shop
congtruction declined by 12 percent between 1998 and 2000 but rebounded during 2001. During the first
nine months of 2001, the value of new ordersfor shop construction was up 32 percent on the same period
the previous year. By contrast, orders for new congtruction in the entertainment sector, which includes
tourism, have been declining snce 1998. This sector was particularly hard hit during 2001 as rurd areas
faced amgor decline invistorsduring thefoot and mouth crigs. Building in the agricultura sector declined
during 2001 for Smilar reasons.
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Trends encouraging use of wood in congtruction

There are dso specific trends favoring increased wood use in the construction sector. The use of timber
frame continues to increase in the UK, a trend driven partly by the concerted promotiond efforts of
organizations like the Timber and Brick Consortium and the Building Research Establishment. Another
important factor has been recent changesin building regulations which have placed increasing demands on
construction companies to meet energy efficiency targets. While timber frame and pre-fabricated timber
building systems can readily achieve the targets, traditiona brick and block construction techniques tend
to fal short. A new qudity scheme for timber and brick introduced in September 2000, designed to help
eradicate bad practice and encourage prefabrication, is helping to boost the market for timber frame
congtruction in the UK. The scheme introduces independent third party controls on the quality of
workmanship of timber frame designers, manufacturers and erectors.

One congtraint to increased use of prefabricated construction techniquesin the UK has been the restricted
gze of the sector and its inability to deliver in the volumes required. However, this problem is gradudly
being addressed. Capacity was on the increase during 2001, for example, Century Homes has built anew
mill for the production of prefabricated houses in Scotland.

Major changes are aso underway in the type of wood products favored in the construction sector.
Structurd softwood, which depends heavily on the housing indudtry, is losng market share to engineered
wood products such as I-beams and LVL, which are being incorporated increasingly into timber frame
packages. Thistrend reflects both the cons stency and stability of engineered wood products, together with
shortages of on-dite labor skilled in the use of solid lumber. Longer term it seems likely that demand for
'system built' units supplied from large fabrication factories will tend to increase a the expense of solid
lumber supplied by loca builders merchants.

Trends in the mass-production joinery sector

The UK mass production joinery sector performed well during 2001. At the end of the year, some of the
leading door, stair, flooring and window manufacturers were reporting that order and enquiry levels had
outstripped those of 2000 and that the forward position wasfavorable. Variousfactors, including ajoinery
ills shortage and a desire to raise qudity standards and smplify the on-site construction process, is
leading towards increased demand for pre-assembled joinery products such as factory finished and fully
glazed window units, doorsets and assembled stairs. Concerted efforts by manufacturers in the sector to
develop products of consstent qudity and with durability guarantees are contributing to risng saes.

In some cases, notably the window frame sector, wooden products are beginning to take market share
fromadternatives, such asuPV C. The British Woodworking Federation (BWF) clamsthat more than half
the timber windows produced in the UK are now made by members of its Timber Windows Accreditation
Scheme (TWAYS). Members of the scheme supply compl ete factory-finished wooden window frames on-
gte with a 10 year life-time guarantee. The use of wooden window frames is also being boosted,
particularly amongst housing associations, by the environmental advantages of wood over uPVC.

On timber species, attempts to match doors and staircases with increasingly popular hardwood flooring
has contributed to a trend towards lighter colors. Thereis risng demand for doorsin oak or ash veneer,
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and for staircases and baustrades in oak.

Trends in the architectura joinery sector

After agood year in 2000, the architectura joinery sector remained reasonably active throughout 2001.
Therewerereportsof particularly good activity on commercid fit-outs, quality gpartments, and shopfitting.
However there were Signs of a dowdown towards the end of the year as business confidence waned and
andysts suggest that activity in this sector may dow dightly during 2002. In terms of speciesin demand,
there has been a preference for “darker” light woods, such as steamed black walnut and steamed beech.
Hard maple and cherry aso remain popular.

Trendsin the Do It Yoursdlf (DIY) sector

The increasang involvement of owner-occupiers involved in renovation, coupled with the huge marketing
efforts of the large home improvement retailers, is boosting sdesin the DIY sector. Recent mergers have
meant that thissector isincreasingly dominated by thetwo largest groups, B& Q and Focus Do It All, which
have been expanding operations. Focus Do it All have taken over Wickes and Great Mills. Sainsbury’s
Homebase have been refocusing operations to concentrate more on furniture.

Trends in the garden condtruction sector

Demand for wooden decking and other landscaping products continued to rise during 2001. The sector
seems to have benefitted strongly from favorable reportsin the increasingly ubiquitous home improvement
programs on UK television.

3.1.2 Marketing

This section identifies condtraints and opportunities for U.S. exporters supplying to the UK construction
sector.

Price and third party competition

Expanson of markets for American wood products in the United Kingdom is consirained by price. This
isparticularly true of the congtruction sector which hasawaysbeen highly price sengtive. Indeed thisfactor
often overrides consderations of quality. Due primarily to distance, U.S. softwoods are uncompetitive on
price in relation to the dominant Nordic suppliers of structurd timbers. U.S. plywood is having difficulty
competing on price with plywood from low cost countries, notably Brazil. In the shorter term, prices of
U.S. softwood and panel products during 2001 have remained comparatively high due to the strength of
the dollar.

Related to the last point are the congtraints placed on U.S. expansion of market share in the congtruction
sector by third party competition. A number of factors are worth noting:
« Theready availability to the UK congiruction sector of competitively priced supplies of softwood
lumber from Nordic and Bdtic countries
« The improving avallability of European hardwoods, notably from Eastern Europe, to the joinery
sector.
»  European capacity to manufacture and supply OSB isrising rgpidly. Europeaso hasanincreasng
base of locad production of plywood in the higher end sector. The European producer has the
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advantage of shorter shipping distances and delivery periods as well as an advantage of being
present in the market duty free.

« The continuing expanson of UK domestic softwood and panels production

» Thewesk prices of Maaysian meranti lumber prevailing during 2001.

« Thehuge growth in the availability of low priced dliotti pine plywood from Brazil, and continuing
sales of Indonesian hardwood plywood at low pricesto the UK.

« Theweakness of the Euro during 2000 and 2001 which has given European suppliersasignificant
price advantage in the UK.

« The Nordic countries and UK domestic softwood sector are now very active in marketing their
products in the UK through campaigns such as “Wood for good” and “Nordic First”.

Focus on high qudity

The strength of the dollar and competitor pricesarefactorsover which the U.S. forest products sector has
little control. However the Situation can be addressed to some extent through amarketing focusonthevaue
for money of U.S. products in the form of conagtency of yidd, rdiable grading, high qudity, kiln drying
capacity, ready availability and assurance of long term supply. The focus on higher quality niche markets
has long formed a key component of marketing initiatives in the UK by American Softwoods, American
Hardwood Export Council (AHEC), and APA-Engineered Wood Products. In a mature market like the
UK construction sector, the chalenge has been to find new market sectors and niche opportunitiesand to
search out sectors and gpplications where price is not the prime influencing factor, for example custom
joinery, and engineered flooring.

Over recent years there has been increasing recognition in the UK of the damage caused to timber’s
reputation through the use of sub-standard products in the congtruction sector. There are home grown
efforts within the UK to raise awareness of the importance of product quaity which, dso argue strongly
in favor of a U.S. focus on quality. For instance, U.S. suppliers of softwood lumber may benefit from
concerted efforts over recent years to eiminate “wet” timber from supply for structurd and timber
manufacturing uses. The Timber Windows Accreditation Scheme (TWAS) isaso raisng qudity standards
in the wooden window sector, which may increase demand for treated southern yellow pine and for
western red cedar.

In the panels sector, APA-Engineered Wood Products has continued to play a lead role in raising trade
and end-user awareness of the importance of following UK load-bearing standards for plywood in
structura gpplications (BS5268 Pt2). While U.S. softwood plywood fully complieswith these sandards,
many other softwood plywood products, including those from Brazil, fal short of full compliance. APA’s
“Watchpoint” campaign, which has focused on these issues during 2000 and 2001, hasinvolved targeted
advertisng in the congtruction and architecturd trade press and professona seminars for architects and
building regulators.

By the end of 2001, there were clear Signs that the Watchpoint campaign has had a significant impact on
atitudes within the timber trade. Severa overseas producers, notably from the Far East, have been caught
out misrepresenting product quaity and have been forced to remove mideading labels. Members of the
UK’ s Timber Trade Federation have sgned anew code of conduct which requiresthem to clearly identify
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plywood qudlity in their invoices and to ensure there is no midabeling of plywood supplied. The tradeis
now much more aware of the quaity and strength advantages of American plywood.

However the message has yet to fully filter through to the end users. For example, there are widespread
reports of roofing contractors continuing to useinferior and unregul ated plywood in structura applications.
APA-Engineered Wood Products are pursuing thisissue with building regulators both in the UK and a the
European Commission.

The increased focus on qudlity in the UK hasaso encouraged the Brazilian plywood sector to begin work
on the development of standards for the production on plywood. Although thisis an essentid gep in the
lengthy process of achieving conformance with the British and European structura standards, the Brazilian
industry dill has along way to go.

Off-dsite and pre-fabricated production

| ntense competition istending to encourage greater efficiency within the construction sector. Thistrend has
been intensfied by concerted industry and government campaigns to promote efficiency. Furthermore,
congruction companies are having increasing difficulty getting skilled site labor. One significant outcome
has been toincreasethetake-up of off-gte and pre-fabricated production to provide consistent quality and
faster congtruction. Broader experience of smilar trendsin the U.S. market should give U.S. suppliersan
edge over many of their competitorsin the supply of pre-fabricated materids.

Timber frame, I-Joigsand LVL

Asaworld leader in timber frame congruction, the U.S. should be asignificant beneficiary of theemerging
trend towards this form of congruction in the UK. The U.S. is particularly well placed to supply I-Joists
and Laminated Veneer Lumber (LVL) to the timber frame sector in the UK. Demand in the UK for both
products, dthough small by comparison with other countries, isexpanding. Unfortunatdy, duetothefailure
of European trade datidticsto identify | joistsand LVL separatdy it isnot possble to gain aningght into
the sze of the market. Another areaof uncertainty are plans by Finnforest to devel op I-Joist manufacturing
capacity inthe UK. APA-Engineered Wood Productsis now taking stepsto improve the quality of market
information on these products.

Expangon of the market for I-Joists and LVL is being driven partly by moves towards increased quaity
in the construction sector and partly by APA and other U.S. industry promotiond activities. APA has
developed aset of common standardsfor 1-Joistswhich have been adopted by 4 millsin the United States.
These mills achieved British Board of Agreement (BBA) approva during 2001. Three other U.S.
manufacturers had aready achieved BBA approva for ther proprietary I-Joists. Of the 8 companies
approved to supply I-Joistsin the UK, 7 are from the United States. BBA approva hasyet to be granted
for the PRL-501 standard for LV L drafted by APA-Engineered \WWood Product. Thetechnical assessment
of this stlandard undertaken by the UK’s Timber Research and Development Association (TRADA) is
currently being considered by the BBA and approvad is expected by the end of March 2002. BBA
gpprova of these standards opens the way for greater expansion of the UK market for U.S. I-joists and
LVL.

One specific condraint to an increase in market demand for I-Joissand LVL wasthefailure of the UK’s
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National Building Specification Service (NBSS) toincludethese productsin Nationa Building Specification
(NBS) documents. The NBS documents are a series of stlandard clauses covering awide range of building
materids used by architects to smplify the specification process. However APA-Engineered Wood
Products, having identified this problem, has been working with the NBSS to redraft the relevant section
of the documents (Section G20) which now include the appropriate clauses.

CE Marking
As e sawherein Europe, the U.S. wood sector is aso having to ded with the phased introduction of CE

Marking of products used in the construction sector. The am of CE Marking is to ensure that products
which arefit for their intended use can be fredly traded throughout the European Union. Thisappliesboth
to products produced within the Community and those imported from countries outside the Community.
CE Marking is designed to overcome the problems which currently prevail through the application of
different technical requirementsin themember statesof the EU. CE marking amsto remove thesetechnica
barriers to trade within the sngle market by establishing a single, agreed sandard for demongtrating the
performance of particular products, and a system of certification and test bodies which are recognized as
competent throughout the Community. CE marking is, in effect, a"passport” for manufacturers to market
their products throughout the EU.

Unlikeseverd other European countries, CE marking isnot mandatory inthe UK for construction products.
However the vishility of CE marking on congtruction productsis expected to accderate during 2002. CE
marking will aso be essentid if UK buyers wish to re-export to other EU countriesin which CE marking
is compulsory.

The U.S. wood based panelsindustry is dready pursuing CE trademarking privileges for their products.
APA-Engineered Wood Products will be sub-contracting through a European Notified Body to carry out
dl the audits necessary for U.S. suppliersto place CE marks on U.S. structura wood products including
plywood, I-Joists and LVL. APA-Engineered Wood Products is aso participating alongside trading
standards offices and other panel products suppliers on acommittee established to combat fraudulent CE
Marking.

Inthelong run, U.S. active participation in the CE Marking process should create opportunities for U.S.
suppliersto take market share from less pro-active suppliers.

Expanding market segments

The strong development of demand for wood in specific congtruction gpplications, driven by changing
fashion, environmental and hedlth concerns, and concerted wood industry marketing is cregting new
opportunities. Particularly prominent during 2001 has been the continued growth in demand for wooden
decking. Asardatively new market ssgment, there remainsan opportunity to gain astrong market position
by making U.S. softwood products well known to suppliers and builders in the decking and landscaping
market who have not yet established strong preferencesfor competing species or products. Thereareaso
likely to be opportunities for the U.S. industry to take part in the development of industry standards on
decking to ensure that they do not disadvantage U.S. suppliers.

The deveoping demand for wooden flooring, whether solid, engineered or laminated, aso continues to
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provide opportunities for U.S. wood products. Natural wood flooring is highly fashionable, while carpets
areincreasingly avoided partly dueto concernsover their contributionto alergiesand respiratory disorders.
The U.S. holds anumber of competitive advantagesin thisend-useincluding cons stent and reliable supply
of high grade materid, kiln drying capacity, and superior product characteristics such as hardness and
gppearance. The growth in the market for wood flooring is particularly significant becauseit isgenerating
demand for lesser-used species from the United States, such as American birch and hickory.

Buoyancy in the UK residentid construction market aso offers opportunities for specific American wood
species. For example, western hemlock is dready favored by many construction firms in the UK for
exterior rear doors and demand usudly picks up following an increase in house garts.

Thehighlevel of ordersfor new shop construction recorded in the UK during 2001 suggest that shop-fitting
should be a particularly buoyant market segment during 2002.

Renewed investment in the road and rail network may increase demand for various wood products. For
example, as concerns over the environmenta impact of roads has increased, the use of wooden sound
barriers, which absorb wood in large volumes, has become more common.

Lack of awareness among joinery specidists, architects and interior designers

Awareness of American wood productsisfairly well established within the UK wood products trade, but
alack of awareness and understanding by the intermediate suppliers, such as the joinery contractors and
manufacturers and flooring ingtdlers, and by architects, specifiers and interior designers remains a mgjor
congraint to expanson of U.S. market share in the UK construction sector. This applies to dl products
induding softwoods, hardwoodsand panel products. In some casestheignorance runsdeep. For example,
architecturd coursesin the UK are notorious for their failure to adequately address the use of wood for
congruction.

Thisimportant congtraint has been recognized by the U.S. wood export promotiond organizationsin the
UK, each of which has developed programs to tackle the problem. AHEC has identified the specidist
joinery industry as a particularly important target for promotional campaigns during 2002. Joinery
contractors have an important influence over the specieschosen for aproject, but many areill informed and
often provide mideading information. American Softwoods is running campaigns targeted a flooring
ingalersand specifiers. APA Engineered Wood Productsistargeting construction professiondss, architects
and designers, for example through a series of seminarswhich will provide technicd information on the use
of I-Joists.

Inlaunching these campaigns, the U.S. industry is one step ahead of most other suppliers, with the possible
exception of the Nordics. As a reault, this condtraint is being turned into an opportunity for American
suppliersto take market share away from other less pro-active suppliers.

Broadening range of species used
Although American hardwoods are well established in joinery gpplications, the sector has traditiondly

focused on alimited range of species. Thishasrestricted the opportunities to expand the use of American
hardwoods, particularly as the species preferred — such as cherry, hard maple and white oak — are not
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necessarily the most commercidly available. Opportunities for American hardwoods would increase
condderably if there were wider acceptance of readily available species such as red oak, soft maple and
tulipwood, particularly asthese species can be cheagper than “traditional” American hardwoods. Thisissue
is now being addressed through AHEC' s promotiona campaigns.

Hardwood structurd testing

To date, references to American hardwoods have not beenincluded in the relevant British and European
standards for hardwoods used in structura gpplications (EN338). However, AHEC commissioned the
UK’ s Building Research Establishment to carry out the necessary testing on red oak, white oak, ash and
tulipwood. Testing was completed during 2001 and a report has been submitted for incluson in the
gtandard. This should create new opportunities for efficient structural design using American hardwoods,
and encourage greeter utilization of these speciesin the UK construction sector.

Environmentd certification

Demand for forest certificates is particularly sgnificant in the UK’s DIY sector. In this sector, the U.S.
inability to supply sgnificant quantities of FSC certified wood is a congtraint. However as this market is
focused primarily on supply of lower qudity wood products, this congtraint may not be of greet sgnificance
to U.S. suppliers focusing on higher vaue niche markets. Probably of more sgnificanceto U.S. suppliers
aredemandsfor certified products emanating from large builders merchants, from construction companies,
or fromthe public sector. At present two leading construction companiesare membersof the WWF Buyers
Group (John Laing and Tarmac). Other members include Meyer Internationa, the UK’ s largest timber
importing company and a sgnificant player in the UK builders merchant sector, and Timbmet, the UK’ s
largest hardwood importing company. Meyer International have set atarget to ensure that 80 percent of
their wood purchasesare FSC certified within 5 years. Furthermore, both theWorld Wide Fund for Nature
and the Timber Trade Federation’ s Forests Forever campaign continue to be active in ralsing avareness
of environmental issues and forest certification among architects and local authorities.

While rising demand for FSC certification in the construction sector may be a congraint for many U.S.
suppliers, increasing interest in environmental certification aso offersnew opportunities. U.S. exportersare
well placed to benefit from their long history of sound forest management, and from the presence of existing
initigivesincluding the AF& PA’ s Sustainable Forestry Initiative and the American Tree Farm System. On-
going efforts to establish mutua recognition between these and other certification schemes, such as the
PEFC, should increase acceptance of U.S. sustainability approaches in the UK market.

3.1.3 Policy

A number of policy measures constrain UK imports of U.S. products:

Import duties
Import duties for pand products from the U.S. to the UK, at 7 percent for most items, remain an

impediment despite aduty free quotafor softwood plywood of 650,000 m3 for the whole of the European
Union. While the EU quota aso gpplies to competing Brazilian plywood producers, the latter are able to
switch to GSP quotas when the EU quota is exhausted. U.S. trade negotiators are aware of this

discrepancy.
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Technicd standards and CE Marking

The need to comply with UK and European Standardsis no longer asignificant congraint for many U.S.
wood products. For example, all U.S. softwood grades were accepted under BS EN standards during
1998. Lack of incluson of U.S. hardwoods in standards covering timber for structura use are now being
addressed. However U.S. hardwoodsaredtill not fully covered under BSEN standardsfor durability. Also
severd EU standards have been gpproved which exclude or restrict U.S. structurd pandsin ther current
format. For example the minimum moisture content requirements for OSB under EN300 have been cost
prohibitive for U.S. suppliers.

Pant hedlth regulations

U.S. shippers are required to kiln dry softwood prior to shipment under UK Plant Hedlth legidation. This
is mandatory even for those gpplications where kiln dried materid is not required on technical grounds.
Pant hedlth regulations also gpply to oak logs and lumber imported into the United Kingdom to protect
againgt oak wilt disease. Oak logs cannot be imported in-bark and must be fumigated. Oak lumber must
ether be kiln dried or fumigated. The American Plant Hedlth Inspection Service (APHIS) is responsible
for certifying U.S. oak asin compliance with these requirements. Plant Hedlth regulations therefore add to
U.S. costs vis-avis European comptitors.

3.2 Furniture Sector
3.2.1 Overview

Structure and size of the sector

The UK furnitureindusdtry isalarge, matureindustry which makesasgnificant contribution to the economy.
With annua manufacturer sales of around £6 billion, the home market hasin the past been well served by
domestic producers with imports traditiondly accounting for about 25 percent, dthough this Stuation is
changing. Exports have not been a mgor component of the sector and have generaly been lower than
imports with aresulting trade gap of about £680 millionin 1998. It is estimated that there are about 7700
registered enterprises engaged in furniture manufacture employing amost 120 000 people. 75 percent of
these manufacturers are smal companies operating with less than 9 people and only 300 companies
account for about 45 percent of employment in theindustry. Theindustry isdominated by smdl to medium
gzed enterprises (SMEs) with only 4 percent of companies reporting turnovers of more than £5 million.
The high number of SVIEsinvolved in the sector has meant that competition is often intense. To counter
this tendency many operaions have concentrated on high qudity production. Although there are ill
companies making lower grade furniture with less regard for design, qudity and service, this sector is
coming under intense pressure from imports.

The indudtry istraditionaly segmented into three primary sectors.

« Domedtic: serving the public through retail outlets. Total production of this sector reached £3.5
billionin 1998. Upholstered furnitureisthe largest segment with total production approaching £1.2
billion in 1998, followed by kitchens (£830 million in 1998).

» Office total production reached £751 millionin 1998. About haf the production comprised desks,
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tables and system furniture. The remaining haf of the market is dominated by seeting, followed by
sted storage.

« Contract: comprising furniture for public areas such as hotels and airports. There are no available
datistics that relate specificaly to the contract sector. It is generaly accepted that the published
figuresfor both domestic and office furniture include a Sgnificant contract e ement. However, the
British Furniture Manufacturers estimate that in 1998, the contract furniture sector accounted for
productionof at least £1.74 billion over and abovethat included within thefiguresfor domesticand
office furniture.

Note that although the 1998 figures for UK production are the most recent made publicly available by
the British Furniture Manufacturers Association, they should be treated with caution as penetration into
the market by chegper imports hasincreased substantialy over the last three years. Also, the growth in
the value sdes during the period 1996 to 1998 is explained largely by inflation and the overdl market
remained rdaively stable.

Furniture sector performance

Demand for furniture in the UK has been volatile over recent years. In 1998, UK furniture demand was
hit by risng interest rates, an over-valued pound, and concern over the world economy. At that time, UK
manufacturers began to come under increased pressure from low priced imported goods. Economic
conditions improved in 1999 and 2000, and an upturn in home buying coupled with an increase in
disposable income as the government eased restrictive fiscd policiesled to improved demand for furniture
during this period. The UK furniture sector also benefitted from a significant increase in exports, mainly
thanks to strong demand from the United States.

Performance during 2001 was more mixed. M ounting economic uncertainty meant that furniture sdleswere
relatively dow in the first haf of the year. However there was an upturn during July and August as
consumers took advantage of low priced promotiond offers. Sales dowed again during September with
the end of the summer sdes, perhagps adso a response to heightened economic uncertainty following the
terrorist atacksin the United States. However more recent evidence from the high street, provided by the
Confederation of British Industries monthly poll of retalers, indicates that furniture sales ralied during
October and November. Confirmation of strong demand growth in the gpproach to Christmasis provided
by the British Retail Consortium which reported strong sdes for large items of household furniture during
November, with modern styles more popular than traditiona designs.

Againg this background of patchy sdes during 2001, figures for actud furniture production were mixed.
The most recently availablefiguresfor theyear to July indicatethat total output of kitchen furniturefor home
and overseas markets grew 4.6 percent, but chairs and seatsfdl 1.4 percent, office and shop furniturefdl
0.8 percent, and other furniture fell 1.3 percent.

Prospects for furniture demand in the United Kingdom during 2002 seem reasonably good. Reduced
interest rates have tended to increase the digposable incomes of families. The fact that consumers remain
sufficiently confident to keep borrowing (consumer credit is rising at an annua rate of 12.9 percent and
mortgage lending at 9.8 percent) suggests that they will aso keep spending sufficiently to ensurethat retall
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sdes remain buoyant. The resilience of the housing market and of new house building, despite the recent
economic dowdown, aso suggest that there will continue to be good demand in the domestic furniture
sector during 2002. Although the pace of growth in office development has declined, it remains reasonably
high, a factor which should contribute to reasonable sdes of office furniture. However it is important to
emphasize that the market is extremdy volatile and that spending on furniture is prone to sgnificant
fluctuations.

Consumption of wood in the UK furniture sector

Recent data on volumes of wood used in the furniture sector are not available. However, an extensveend
use survey by TRADA estimated that in 1995 the UK furniture sector absorbed around 160,000 m3 of
sawn softwood, 190,000 m3 of sawn hardwood, and 1.8 millionm3 of panel products. Thefurniture sector
accounted for 24 percent of UK sawn hardwood consumption, 36 percent of UK panel products
consumption, and 2 percent of UK sawn softwood consumption.

Significance of UK furniture sector to U.S. exporters
The UK furniture market is Sgnificant to U.S. exporters for two reasons.

« Firg, the UK hasardatively large domegtic furniture manufacturing sector. The UK’s domestic
forests are unable to supply significant volumes of furniture quality wood. The sector therefore
absorbs large volumes of imported lumber and veneer. A widerange of U.S. hardwoods are used
for the manufacture of furniture in the UK, notably cherry, maple, oak, and ash. The UK is an
important market for U.S. hardwood veneer, absorbing around 10,000 m3 per annum. The U.S.
is the largest supplier of hardwood veneer to the UK. Smdl volumes of higher quality U.S.
softwoods are aso used in the furniture sector.

» Second, the UK has provided an expanding market for U.S. furniture. Overal exports of U.S.
furniture to the UK have increased significantly over recent years, from US$121 million in 1996
to around US$160 million in 1999.

3.2.2 Furniture Trade

Improvementsin efficiency and productivity have dlowed UK manufacturersto increase furniture exports
over recent years. Exports of wooden furniture increased by 3 percent between 1999 and 2000, and the
trend towards rising exports continued into 2001. The United States is by far the largest export market
accounting for around one third of total exports from the UK by value. UK exports of wooden furniture
to the United Statesincreased by nearly 16 percent between 1999 and 2000. However thegrowthin sales
to the United States dowed during 2001 as the economic climate cooled.

Table7: UK tradein wooden furniture (million Euro)

1999 2000 2000 2001 percent
Y ear Y ear Jan-Jun Jan-Jun change

Exports
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USA 203.9 235.9 112.1 113.3 1.1
Irish Republic 138.9 133 63.1 72.3 14.6
France 55.4 45.2 30 33.3 10.8
Germany 36.1 38 21.3 18 -15.6
Netherlands 34.1 36.6 20.7 15.9 -23.5
Japan 20.2 23.6 10.3 10.9 59
Bdgium 12.9 19.9 8.8 8.6 -2.8
Italy 11.5 12.7 6.6 6.4 -3.5
Span 12 11.2 6 6.3 5.2
Switzerland 10.5 114 5.8 6.1 6
Sweden 12.1 11 6.6 4.6 -30.3
Hong Kong 10.5 5.9 2.3 4.4 90.1
Denmark 8.1 8.2 3.8 3.3 -13.2
Norway 10.1 8.7 4.9 3.2 -34.2
Other 93.3 88.6 41.4 42.6 3
TOTAL 669.7 690 343.7 349.1 1.6
1999 2000 2000 2001 percent
Y ear Year Jan-Jun Jan-Jun change
Imports
Ity 349.4 411.6 193.7 236.8 22.2
China 80 136.2 67.3 79.2 17.8
Denmark 88.4 115.2 54.8 63.5 15.8
Mdaysa 92.5 138.2 70.5 61.9 -12.2
Bdgium 86.7 99.6 54.3 61.9 14.1
Germany 84.4 108.6 46.3 61 31.7
Poland 49.2 87.2 38.3 53.6 39.9
Indonesa 71.4 92.4 51.4 49.3 -4
France 47 62.2 29 33.1 14.1
South Africa 50.7 56.3 31.1 315 1.2
Sweden 54.6 57.1 28.3 31 9.6
Vietnam 31.9 48.3 30.6 29.9 -2.3
USA 50.9 58.3 27.8 275 -1.1
Brazil 34 47.5 23.7 25.6 8.3
Thalland 29.2 43.7 18.3 23.3 27.6
Tawan 44.9 51.1 274 18.2 -33.5
Irish Republic 36.7 33.9 17.8 17.5 -1.6
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Other 267.1 338.1 157.7 198.5 25.9
TOTAL 1549 1985.5 968.5 1103.6 14
Trade balance -879.3 -1295.5 -624.8 -754.5 20.8

The benefits to UK manufacturers resulting from rising exports and reasonably good domestic furniture
consumption are being offset by increased levels of competition a home from imported products. In fact
the UK’ strade deficit in wooden furniture has been increasing rapidly in recent years. Thistrend has been
driven by increased furniture production in low wage countries, notably China, Maaysia, Poland and
Indonesia, and dso by the relative strength of Sterling. Furthermore, as furniture demand in other parts of
the world has weakened, overseas manufacturers havelooked increasingly to the UK asan outlet for their
products. Thisfactor, coupled with the weskness of the Euro, explains significant increasesin UK furniture
imports from Euro-zone countries, notably Italy, Belgium and Denmark during 2001. UK imports of
woodenfurniturefrom the United Statesincreased by around 15 percent between 1999 and 2000. Imports
from the United States during 2001 continued at Smilar levels to the previous year.

In the short to medium term, competitive pressure from abroad may ease for UK manufacturers due to
weekening in the value of Sterling, atrend which may follow from the recent relaxation of interest rates, or
grengthening in the Euro exchange rate. However, as globdization trendsintengfy, it ssemsinevitable that
UK furniture imports from low wage countries will continue to expand. UK manufacturers will be
increaaingly forced to focus on high vaue and high quality niche markets. Production of lower end furniture
is declining steeply in the UK. Many furniture operations at this end of the market in the UK are now little
more than assembly plants fitting together components produced in other parts of the world.

3.2.3 Marketing

Through competitive pricing, the development of efficient distribution systems, and professional marketing,
U.S. exporters have assumed a leading position as suppliers of qudity lumber to the UK furniture and
interiors sector. Marketing congtraints and opportunities for U.S. exporters are discussed below.

Third party competition
Third party competition inevitably creates chalenges for U.S. suppliers to the UK furniture sector.
Competition derives from three mgjor sources:

»  European hardwoods — European beech, oak and ash, primarily from France and Germany, have
long competed with U.S. hardwoods in the furniture sector. Their impact has tended to be limited
by lack of effective marketing, fragmented ownership, and inadequate distribution mechanisms.
However, during 2000 and 2001, the weakness of the Euro has ensured that prices of Western
European hardwoods have been particularly competitive. There are continuing signs that UK
manufacturers are usng increasing volumes of “rustic’ grade European (mainly French) oak.
Furthermore, UK manufacturers are showing growing interest in Eastern European hardwoods,
which are of high quality and price competitive. Recent inward investment into Eastern Europe by
foreign firms will tend to increase competition.
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» Canada— Canadian suppliers continue to sall good volumes of hardwood, often of U.S. origin, to
the United Kingdom. Thetrend partly reflects savings on freight due to differing weight restrictions
for shipments from Canadaand the lower costs of kilning in Canadathan in the U.S. dueto lower
energy costs. Canadian hardwood shippers have traditionaly been more focused on exports than
their U.S. counter-parts, and as aresult are often more responsive to overseas customer needs.
Canadian shippers are reputed to be willing to follow suppliers specifications to the letter. They
will cut to European specifications when required; U.S. shippers tend only to supply U.S.
Specifications.

» Tropica hardwoods — environmental concerns, coupled with supply congtraints, uncompetitive
pricing for some species, and a fashion away from darker colors undermined the competitive
position of tropica hardwoods during the 1990s. Tropica woods are therefore less of athreet in
this sector than other temperate hardwood suppliers. Plantation grown rubberwood derived
primarily from Mdaysasaw sgnificant expansion of market share between 1998 and 2000, but
seems to have lost ground during 2001. However longer term moves to expand plantation
productionin thetropics, where growth rates are high and labor costslow, may create new market
chalengesfor U.S. hardwoods.

Market segments
Continuing good demand for furniture in the UK during 2002 should provide opportunities for U.S.
exporters over the next 12 months. A number of particular areas of growth are anticipated:

» Reasonable levels of new residentia construction and house sales, coupled with low interest rates
and the gpparent willingness of consumersto continue to borrow, should create good demand for
domestic furniture during 2002.

« demand for wooden garden furniture in the UK continues to improve, making particular inroads
into plastic.

« improving infra-structure in the education and health sectors is expected to be a mgor thrust of
government expenditure during 2002, and there may be new opportunities to supply lower cost
furniture to these sectors.

 dthough the pace of growth in new office and office refurbishment projects dowed during 2001,
activity remains high. Sales of office furniture should therefore remain steedly.

Changing structure of the UK furniture market and supply chain
The changing structure of the UK furniture sector will inevitably create new congtraints and opportunities

for American wood products. The continuing loss of cgpacity as manufacturers shift to lower cost locations
will tend to undermine the overdl size of the lumber market. The emphasis on production efficiency and
cogt-cutting will aso continue to drive a shift away from solid lumber in favor of pand productswith athin
covering of veneer. The increased avallability of chegp wood panels is intensfying this trend. While
undermining sales of American lumber, this trend continues to create opportunities for the supply of
hardwood veneers.

The drive to improve efficiency has led to a reduction in purchases of rough sawn lumber in favor of
dimeng onand semi-finished components. Furniture manufactures areincreasingly outsourcing components
rather than manufacturing themsalves. There are severd reasons including improved control over codts,
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insurance of qudlity, reduced capita investment, lower cost of production outside the UK, and savingson
transportation (Snce waste is removed prior to shipping). U.S. exporters continue to exploit this trend,
being better adapted than some of their competitors to produce and provide reiable shipments of high
quaity components. Growth of this market is expected to continue.

U.S. shippers have also had a geographica advantage over tropica producers in responding to growing
consumer demand for Just in Time ordering. Initialy seen asaresponse to volatile trading conditions, JT
trading is now wdl established as norma business practice in the UK. U.S. importers have been able to
exploit advantages presented by shorter and more efficient shipping. They have dso crested new
opportunities through the establishment of concentration yardsin Europe.

Product trends

The fashion for relativey lightly grained and lighter colored hardwoods continued in the furniture sector
during 2001. Species which have been in favor include American white oak, American hard maple, and
American black cherry. Birch has aso become increasingly fashionable, benefitting particularly from
widespread exposure by large retailers, notably IKEA. “Darker” light colored species have adso been
favored, atrend which has benefitted American walnut in the UK, but has aso crested new opportunities
for competitors such as plantation teak.

The American Hardwood Export Council have highlighted the potentid for increased use of lower grade
and “character” wood in the UK furniture sector. Evidence continues to mount that UK and European
manufacturers are beginning to exploit growing interest in character wood. The trend is particularly
noticeable in the flooring sector with growing interest in character and “rustic’ grades.

Price issues

Despite the recesson in American domestic demand, prices for some species of American hardwood,
notably the higher grades of cherry, remained a high levels during 2001. The remarkable stability of
American hardwood prices during the year reflected a very rapid decline in production. American
hardwoods continue to be perceived in the UK as relatively high cost, particularly by comparison with
European hardwoods, which have benefitted from the weakness of the Euro. Prices for European beech
have aso been week due to over-stocking.

However, it is debatable whether the rlaively high cost of American woods is a mgor condraint in the
furniture sector. A manufacturer’ s choice of speciesof solid lumber for furniture productionisusualy based
less on price and more on technica and aesthetic concerns. Price usualy becomes an issue only after the
initia choice of gpecies has been made, when there may be intense competition between suppliers of the
same species. Solid lumber supplied to the furniture sector is generaly not perceived as a commodity and
is s0ld as ahigh vaue product. This perception is becoming more pronounced as raw materid costs are
generdly becoming less Sgnificant in the overal cost structure of the furniture sector relative to the costs
of labor, capitd and marketing. Thisfactor hasbeen particularly beneficid for American hardwoodswhich,
while percelved to berdaively expensive, offer numerousadvantagesin termsof variety and attractiveness
of gppearance, reliable grading and consstency of product, and long-term reliability of supply.

The downsde of the“ speciesfirg, price second” purchasing policy of furniture manufacturersisthat, once
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the industry has become tied into producing and marketing arange of products based on the ook and fed!
of aparticular species, it may be difficult to introduce more commonly available, even chegper, subgtitutes.
Subdtitutiontrendsin the furnitureindustry tend to be limited and are d ow to take effect. Hencethe process
of trying to substitute lesser-used American species, or new “character grades’, in place of high qudity
traditiona species, is necessarily along-term process.,

End user awareness

Lack of end user awareness of the qudity, range and potentia application of U.S. wood productsin the
furniture sector remains a congraint. For example, despite strong UK demand for pine furniture, notably
from Scandinavia, there continues to be resistanceto furniture manufactured from U.S. softwood species.
In the hardwood sector, the marketing efforts of AHEC and others have generated greater interest in the
full range of U.S. species. There have been some notable successes, for example the use of tulipwood has
become more widespread. However, for the reasons identified above, many manufacturers continue to
focus very heavily on pecies with which they are familiar. Generating demand for new species and grades
will require along term commitment to raising end-user awareness.

Mill cutting tolerances

As qudity and efficiency have become increasangly sgnificant to the UK furniture industry, the ability of
suppliers to produce wood to precise S ze specifications has become moreimportant. Some U.S. millsare
responding effectively to thistrend, through inward investment in new high tech equipment. However, many
gndler U.S. hardwood mills are unable to cut to the Sze tolerances required and will be losng market
shareasaresult. Unlike U.S. producers, many European millshavetraditionaly had a“ custom” gpproach,
producing wood to very specific sizes for their buyers, and have readily adapted to the new demands.
Many competing French mills, for example, aredready ableto cut to very low tolerances. Many Mdaysan
mills have dso specidized in the supply of lumber in custom sizes to the European market.

Environmentd certification

With afew notable exceptions, demand for environmenta certification in the UK furniture sector hasbeen
subdued so far and ill tends to focus more heavily on tropica than on temperate hardwoods. The
exceptions include garden furniture, an increasing volume of which is supplied through the largest DIY
chains, and lower value mass market products sold through largeretall chainssuch asIKEA. However the
increasing significance of these large chainsin the supply of furniture in the UK suggest that demand may
increase in the future. Comments relating to opportunities and condraints of environmentd certification in
the construction sector therefore aso apply to the furniture sector.

3.2.4 Policy

There is no intervention by UK regiond or nationd authorities in the supply of imported wood for the
furniture sector, other than the plant health regul ationsimpacting on softwood and some hardwood species
(e.g. 0ak). Another minor exception is the resstance amongst publicly funded bodies to purchases of
Brazilian mahogany furniture following intense environmentaist campaigning.

The EU imposestariffs on veneers of between 3 percent and 6 percent depending on species. Thesetariffs
give EU suppliers, and some tropica countries eligible for GSP, an edge over U.S. suppliers.
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3.3 MaterialsHandling Industry
3.3.1 Overview, marketing and trade

Palets

Most wood used in the pallet sector in the UK is low-grade softwood, of which a significant proportion
derivesfrom the UK and Europe, notably the Batic States. Low-grade plywood isonly occasiondly used
for palets. Other materids have negligible market share. Recycling is well established in the sector and a
high percentage are recovered and reused. The introduction of far-reaching packaging waste regulations
in 1997 have increased pressure to re-use and recycle pdlets. Opportunities for U.S. wood producersin
the sector are extremdly restricted due to trangport costs and limited price competitiveness.

Other packaging

In other packaging sectors, including crate manufacture, smal quantities of U.S. plywood have been used
inthe past. However the strength of the dollar, coupled with increasing domestic and European production
of substitutes like OSB, have further restricted opportunities for U.S. productsin the sector.

Demand

Following a poor trading year in 2000, market conditions for palets and packaging materids have
continued to be difficult during 2001. Widespread gloom in the pallet sector has resulted from a
combinationof low prices, higher costs (notably for trangport) and alack of available orders. Overcapacity
in UK and European palet manufacturing sector has led to intense competition, with price pressure being
exerted at both the raw materia and manufactured product. Prospectsin 2002 are also poor.

3.3.2 Policy

The Commission of the European Communities has adopted emergency measures requiring treetment and
marking of al new and used coniferous (e.g. pine, spruce, fir) non-manufactured wood packing materiad
(e.0. palets, boxes, crates) originating in the United States, Canada, China, or Japan beginning October
1, 2001 to prevent the introduction of pinewood nematode. European concern over the possible
introduction of the pinewood nematode has increased over the last couple of years after an outbreak in
Portuga which iswiddly attributed to packaging materid. The United States, through the USDA’ s Anima
Plant Hedlth Inspection Service (APHIS), has set up a program to meet the measures adopted by the EU
which requires heat trestment or kiln dried mitigation to eiminate the pest on non-manufactured wood

packing materid.

Although the EU measuresofficialy apply only to softwood, the controlsmay aso be applied to hardwoods
sancethe Internationa Protection Convention, which is recognized by the World Trade Organization as
the officid plant protection body, will likely adopt measures very smilar to those of the EU in April 2002
for al non-manufactured wood packing material, both softwoods and hardwoods.

In addition to these measures specificdly reating to packing materia, comments under construction and
furniture relating to phyto-sanitary requirements for U.S. softwood lumber, and import duties on U.S.
plywood equdly apply to the materids handling sector. There is very little interest in environmenta
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certification in the sector.
Exchange Rates:
Please note that the exchange rates used throughout this report are as follows:

£1=%$1.445
$1 =1.158 Euro
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PSD Tables

PSD Table

Country |United Kingdom

Commodity Hardwood Plywood 1000 CUBIC

METERS
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New Old New
Market Y ear Begin 01/2000 01/2001 01/2002

Production 0 0 0 0 0 0
Imports 560 664 540 700 0 675
TOTAL SUPPLY 560 664 540 700 0 675
Exports 6 6 6 6 0 6
Domesgtic Consumption 554 658 534 694 0 669
TOTAL 560 664 540 700 0 675
DISTRIBUTION

On all PSD tables"Old" column reflects FAS'Washington data.

PSD Table

Country |United Kingdom

Commodity Tropica Hardwood Lumber 1000 CUBIC

METERS
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New Old New
Market Y ear Begin 01/2000 01/2001 01/2002

Production 5 5 5 5 0 5
Imports 165 198 160 176 0 175
TOTAL SUPPLY 170 203 165 181 0 180
Exports 0 0 0 0 0 0
Domestic Consumption 170 203 165 181 0 180
TOTAL 170 203 165 181 0 180
DISTRIBUTION

PSD Table

Country [United Kingdom
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Commodity Temperate Hardwood Lumber 1000 CuBIC
METERS
Revised 2000| Priminary 2001| Forecast 2002
Old New Old New Old New
Market Y ear Begin 01/2000 01/2001 01/2002
Production 145 107 145 107 0 107
Imports 285 245 280 245 0 245
TOTAL SUPPLY 430 352 425 352 0 352
Exports 8 8 8 8 0 8
Domestic Consumption 422 344 417 344 0 344
TOTAL 430 352 425 352 0 352
DISTRIBUTION
PSD Table
Country {United Kingdom
Commodity Hardwood Veneer 1000 CUBIC
METERS
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New Old New
Market Y ear Begin 01/2000 01/2001 01/2002

Production 3 3 3 3 0 3
Imports 32 31 32 45 0 47
TOTAL SUPPLY 35 34 35 48 0 50
Exports 11 11 11 11 0 11
Domestic Consumption 24 23 24 37 0 39
TOTAL 35 34 35 48 0 50
DISTRIBUTION
PSD Table
Country [United Kingdom
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Commodity Softwood Plywood 1000 CuBIC
METERS
Revised 2000| Priminary 2001| Forecast 2002
Old New Old New Old New
Market Year Begin 01/2000 01/2001 01/2002
Production 0 0 0 0 0 0
Imports 580 547 580 612 0 600
TOTAL SUPPLY 580 547 580 612 0 600
Exports 15 15 15 15 0 15
Domestic Consumption 565 532 565 597 0 585
TOTAL 580 547 580 612 0 600
DISTRIBUTION
PSD Table
Country {United Kingdom
Commodity Softwood L umber 1000 CUBIC
METERS
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New Old New
Market Year Begin 01/2000 01/2001 01/2002

Production 2295 2160 2324 2160 0 2200
Imports 7300 7460 7100 7402 0 7471
TOTAL SUPPLY 9595 9620 9424 9562 0 9671
Exports 130 130 130 130 0 130
Domestic Consumption 9465 9490 9294 9432 0 9541
TOTAL 9595 9620 9424 9562 0 9671
DISTRIBUTION
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Trade Tables
Export Trade
Matrix
Country {United
Kingdom
Commodity Hardwood
Plywood
Time period Y ear |Units 000 cubic
meters
Exportsfor: 2000 2001
U.S. OJu.S. 0
Others Others
EU 6JEU 6
Totd for Others 6 6
Others not Listed 0 0
Grand Total 6 6
Import Trade
Matrix
Country {United
Kingdom
Commodity Hardwood
Plywood
Time period Y ear |Units 000 cubic
meters
Importsfor: 2000 2001
U.S. 4]U.S. 8
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Others Others
Indonesa 203|Indonesia 230
Brazil 113|Brazil 190
Maaysia 84lMaaysa 60
Russa 73|Russia 50
Fnland 35|Germany 40
Germany 21|Anland 35
Lavia 19|Laiva 14
Bdgium 17|Lithuenia 14
Buma 17|Bdgium 10
Guyana 16|Guyana 7
Totd for Others 598 650
Othersnot Listed 62 42
Grand Totd 664 700
Export Trade
Matrix
Country {United

Kingdom
Commodity Tropica

Hardwood

Lumber
Time period Y ear |Units 000 cubic

meters

Exportsfor: 2000 2001
u.s. oJu.S. 0
Others O|Others 0
Tota for Others 0 0
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Others not Listed 0 0
Grand Total 0 0
Import Trade
Matrix
Country {United
Kingdom
Commodity Tropica
Hardwood
Lumber
Time period Y ear [Units 000 cubic
meters
Importsfor: 2000 2001
U.S. 5|U.S. 1
Others Others
Mdaysa 63|Mdaysa 44
Cameroon 40|Cameroon 34
Ivory Coast 21|Netherlands 20
Ghana 18|Ghana 16
Netherlands 15|lvory Coast 16
Brazil 9|Brazil 15
Indonesa 6]Germany 6
Germany 4]indonesia 4
Tota for Others 176 155
Othersnot Listed 17 20
Grand Totd 198 176
Export Trade
Matrix
Country {United
Kingdom
Commodity Temperate
Hardwood
Lumber
Time period Y ear [Units 000 cubic
meters
Exportsfor: 2000 2001
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u.s. olus. 0
Others Others
EU 5|EU 5
Tota for Others 5 5
Othersnot Listed 3 3
Grand Totd 8 8
Import Trade
Matrix
Country {United
Kingdom
Commodity Temperate
Hardwood
Lumber
Time period Y ear |Units: 000 cubic
meters
Importsfor: 2000 2001
us. 115|U.S. 110
Others Others
Germany 42|Germany 42
Canada 33|Canada 32
France 20|France 18
Sweden 12|Sweden 12
Russa 3|Russa 5
Romania 1|Romenia 4
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Totd for Others 111 113
Others not Listed 19 22
Grand Totdl 245 245
Export Trade
Matrix
Country {United

Kingdom
Commodity Hardwood

\/ eneer
Time period Y ear |Units 000 cubic

meters

Exportsfor: 2000 2001
U.S. OJu.S. 0
Others Others
EU 8JEU 8
Totd for Others 8 8
Others not Listed 3 3
Grand Total 11 11
Import Trade
Matrix
Country {United

Kingdom
Commodity Hardwood

\/ eneer
Time period Y ear [Units 000 cubic

meters
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Importsfor: 2000 2001
U.S. 10JU.S. 8
Others Others
Germany 7|South Africa 6
Ghana 3|Switzerland 6
South Africa 3|Germany 4
France 2|Ghana 2
Bdgium 2|Canada 2
Canada 1|China 2
Zare OJFrance 2
Switzerland o[Bdgium 2
China 0
Totd for Others 18 26
Othersnot Listed 3 11
Grand Totd 31 45
Export Trade
Matrix
Country {United

Kingdom
Commodity Softwood

Plywood
Time period Y ear [Units 000 cubic

meters

Exportsfor: 2000 2001
U.S. OJu.S. 0
Others Others
EU 15|EU 15
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Totd for Others 15 15
Others not Listed 0 0
Grand Tota 15 15
Import Trade
Matrix
Country {United

Kingdom
Commodity Softwood

Plywood
Time period Y ear |Units 000 cubic

meters

Importsfor: 2000 2001
u.S. 36|U.S. 40
Others Others
Brazil 291|Brazl 350
Finland 40|Finland 38
Canada 35|Canada 35
Indonesa 24|Indonesia 25
Lavia 20|Chile 18
Russa 18|Lavia 18
France 12|France 12
Chile 11|Russia 10
South Korea 8|Sweden 10
Thailand 8|Mdaysa 8
Totd for Others 467 524
Others not Listed 44 48
Grand Tota 547 612
Export Trade
Matrix
Country {United

Kingdom
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Commodity Softwood

Lumber
Time period Y ear {Units: 000 cubic

meters

Exportsfor: 2000 2001
U.S. oJu.sS. 0
Others Others
Irish Republic 80|Irish Republic 80
Other EU 20|Other EU 20
Totd for Others 100 100
Others not Listed 30 30
Grand Tota 130 130
Import Trade
Mairix
Country {United

Kingdom
Commodity Softwood

Lumber
Time period Y ear [Units 000 cubic

meters

Importsfor: 2000 2001
U.S. 52|U.S. 48
Others Others
Sweden 2500}Sweden 2491
Lavia 1752|Lavia 1784
Finland 1390|Finland 1440
Russa 548|Russia 529
Egonia 291|Estonia 348
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Canada 244]Irish Republic 200
Irish Republic 180|Canada 172
Norway 118|Norway 100
Lithuania 80|Lithueria 84
Totd for Others 7103 7148
Others not Listed 305 206
Grand Totd 7460 7402
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